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THE 


FINANCIAL  LESSONS  OF  1866. 


Sir, 


In  considering  the  financial  history  of  the  year  that 
has  just  ended,  the  first  conclusion  which  must  be  forced 
upon  the  mind  of  the  political  economist,  especially  if  he 
is  also  a man  of  business,  must  be  that,  owing  to  the 
exceedingly  complicated  financial  machinery  by  which 
the  business  of  the  country  is  now  conducted,  it  is  next 
to  impossible  for  any  one  man — no  matter  how  profound 
his  theoretical  knowledge,  or  wide  his  practical  experience 
to  discoyer  and  understand  all  the  various  hidden 


causes,  other  than  the  obvious  and  patent  one  of  over- 
trading, which  have  produced  the  disastrous  results  that 
will  cause  this  j^ear,  1866,  to  be  long  remembered.  It 
is  therefore  in  this  case  peculiarly  the  duty  of  any  one, 
the  accident  of  whose  position  has  enabled  him  to  acquire 
any  special  knowledge  and  information  tending  to  throw 
light  upon  the  events  which  have  recently  taken  place, 
to  impart  that  knowledge  to  those  who  have  no  such 
opportunities. 

It  is  a common  argument  among  easy-going  people 
whose  good  fortune  enables  them  to  make  a comfortable 
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livil  g without  risk,  and  who  are  therefore  content  with 
the  world  as  they  find  it,  thinking  that  if.  is  a very  good 
wor  d,  and  cannot,  at  all  events,  he  improved  by  Act  of 
Par  iament ; — it  is  a common  argument  with  such  persons 
to  say  that  a panic  is  the  result  of  a crisis,  and  a crisis 
is  ttie  result  of  bad  business,  and  had  business  is  the 
resi  It  of  ignorance,  folly,  or  carelessness,  perhaps  of  a 
hapay  combination  of  all  three;  and  as  there  always 
are,  and  always  will  be,  ignorant,  foolish,  and  careless 
peode  in  the  world,  such  people  will  always  do  had 
bus  nesses,  and  will,  therefore,  from  time  to  time,  in- 
evit  ihlv  bring  on  a crisis,  which  will  produce  a panic  ; 
the  panic  will  then  check  speculation,  and  we  shall  go 
on  again  pleasantly  enough  for  a few  years  with  cheap 
money,  until  ignorant,  foolish,  and  careless  people  are 
aga  n tempted  to  embark  in  dangerous  businesses, — and 
so  on,  and  so  on,  never  getting  out  of  our  vicious  circle. 

This  line  of  argument  is  eminently  respectable,  for  it 
pre  licates  superiority  on  the  part  of  tlui  reasoner,  and 
inn  lies  not  only  that  he  is  neither  ignorant,  foolish,  nor 
careless,  but  that,  so  solid  is  his  property,  and  so  sound 
his  business,  and  so  ample  his  balance  at  his  bankers’, 
tha.  nothing  short  of  the  conquest  of  lllngland  by  the 
French  could  cause  him  any  very  serious  uneasiness. 

There  is  also  much  that  is  true  in  such  reasoning. 
It  s generally,  if  not  always,  ignorant,  foolish,  or  care- 
less people  who  do  bad  businesses ; yet  it  is  perfectly 
clear  that  all  bad  businesses  cannot  be  either  prohibited 
or  provided  against  by  legislation.  It  is  true  also  that 
an’\  considerable  amount  of  bad  business  must  tend  to 
pro  luce  a monetary  crisis  of  more  or  less  magnitude  ; 
but  it  is  a complete  non  sequitur  to  say  that,  because 


legislation  cannot  provide  against  financial  pressure, 
therefore  it  cannot  prevent  a panic.  The  latter  state- 
ment may  or  may  not  be  true,  but  at  all  events  it  is  no 
logical  sequence  of  the  former ; and  I propose  now'  to 
show  that,  although  no  amount  of  legislation  can  prevent 
bad  businesses  being  done  by  ignorant,  foolish,  and 
careless  persons,  yet  that  Parliament  may,  in  a great 
measure,  prevent  ignorant,  foolish,  and  careless  persons 
being  made  the  dupes  of  sharpers  ; and  may  thus  in  a 
very  great  degree  lessen  the  amount  of  bad  business 
entered  into.  Secondly,  it  will  follow  from  this,  that 
although  monetary  crises  cannot  be  prevented  by  legis- 
lation, yet  that  they  may  be  kept  within  reasonable 
bounds.  And  thirdly,  I propose  to  show  how  a panic 
— that  is,  a downright  old-fashioned  panic,  such  as 
w'e  witnessed  on  and  after  the  10th  of  May — may  be 
prevented  altogether. 

It  is  manifest  that,  in  making  this  attempt,  I have  to 
deal  with  a very  many-sided-  question ; and  not  only 
does  it  require  for  its  proper  elucidation  a general 
acquaintance  with  the  principles  of  political  economy, 
but  also  a practical  acquaintance  with  commercial, 
financial,  and  industrial  enterprises  and  usages ; and 
further,  it  necessitates  an  acquaintance  wdth  and  com- 
prehension of  the  “ Bank  Charter,”  or  rather,  “ Currency 
Law  ” of  1844.  As  I have  already  said,  no  one  man 
could,  in  the  nature  of  things,  be  thoroughly  conversant 
with  all  the  details  of  all  the  multifarious  businesses,  and 
their  endless  ramifications,  wdiich  1 have  thus  generally 
hinted  at.  But  I believe  that  the  accident  of  my  position 
in  the  City  has  given  me  opportunities  of  getting  behind 
the  scenes  such  as  are  possessed  by  no  ordinary  merchant. 
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rai  way  director,  or  other  man  of  business  ; and  I there- 
for 3 feel  it  my  duty  to  place  before  you  the  information 
which  I possess,  and  the  conclusions  at  which  I have 
anived.  The  information  I must  necessarily  convey  in 
general  terms,  otherwise  I should,  on  the  one  hand,  be 
guilty  of  a breach  of  confidence,  and  might,  on  the 
otl  er,  render  myself  liable  to  an  action  for  libel ; but 
coi  mborative  evidence  of  the  truth  and  accuracy  of  my 

vaiious  statements  can  readilv  be  obtained  from  solicitors 

■/ 

in  arge  commercial  or  railway  practice,  and  from  bankers 
and  others. 

I will  proceed  then  to  the  consideration  of  the  bad 
bin  messes,  which  produced,  or  at  least  so  greatly  aggra- 
vat3d  last  year’s  crisis  ; and  the  first  question  wdiich  wdll 
present  itself  is,  what  are  “ bad  businesses?  ” To  this  an 
anf  wer  in  general  terms  may  at  once  be  given.  Bad  busi- 
ncE  ses  may  be  briefly  described  as  those  which  do  not  pay 
a return  of  at  least  four  per  cent,  interest,  after  providing 
for  all  expenses  and  for  the  setting  aside  of  an  annual 
sin  -dug  fund  adequate  to  the  rish  of  the  business.  But  bad 
bininesses  are  of  two  kinds,  and  it  may  be  well  to  con- 
sider the  nature  of  a few  as  examples  ; fuidher  to  consider 
hov  these  businesses  have  come  to  be  embarked  in  ; and 
las  ly,  whether  any  legislation  can  be  devised  that  would 
nip  such  schemes  in  the  bud,  without  being  vexatious  and 
opjTessive  to  legitimate  trade  and  commerce.  I allude, 
of  course,  to  those  businesses  which  require  the  aid  of 
the  public,  and  therefore,  directly  or  indirectly,  that  of 
Pailiament,  for  their  carrying  out.  It  is  clear  that,  if 
ail}  individual  chooses  to  embark  his  own  money  in  a 
pri’  ate  business  or  venture,  it  is  no  concern  of  anybody 
but  himself;  and  the  time  required  by  a fool  to  part 
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^ wdth  his  money  is  proverbially  short.  But  I allude  to 

all  those  businesses  which  require  the  aid  of  the  law  in 
order  to  obtain  the  necessary  funds — those  businesses,  in 
a word,  which  are  conducted  by  companies,  and  which 
therefore  require  the  fostering  protection  either  of  a 
special  public  Act  of  Parliament,  as  in  the  cases  of  com- 
panies incorporated  under  the  Companies  Act  of  18G2, 
or  of  a private  one,  as  in  the  cases  of  companies  in- 
f corporated  for  the  carrying  out  of  public  works. 

A short  English  railway  from  one  obscure  town  to 
another,  passing  through  a thinly-populated  district, 
possessed  of  no  trade  or  manufactures,  expensively  con- 
structed, with  roomy  stations,  handsome  bridges,  perhaps 
a viaduct  or  two,  lofty  first-class  carriages,  and  powerful 
engines,  with  heavy  Parliamentary  expenses,  and  an 
^ expensive  statf  of  solicitors,  managers,  engineers,  &c., 

and  with  a full  board  of  directors ; such  a concern,  as 
too  many  people  have  recently  found  out,  is  a very  bad 
^ business,  even  if  there  has  been  no  fraud,  dishonesty,  or 
misrepresentation  in  its  history. 

A company  established  to  wnrk  mines  abroad  is 
often,  perhaps  generally,  a very  bad  business.  A company 
established  to  buy  a colonial  or  foreign  tea  plantation, 

^ coffee  plantation,  sugar  plantation,  cotton  plantation, 

rice  plantation,  or  some  similar  property,  is  not  unfre- 
quently  a very  bad  business. 

^ The  shareholders  in  a company  established  for  the 

purchase  or  working  of  foreign  or  colonial  forests 
frequently  find  that  they  have  embarked  in  a very  bad 
business. 

A company  got  up  to  “ take  over  ” a business  in  this 
country — say  a manufacturing  business,  or  a coal  mine, 
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or  tlie  “ good-will”  of  an  eating-house  or  music  saloon  ^ 

— cften  sadly  disappoints  the  expectaticuis  of  the  sub- 
scribers for  the  shares. 

A company  got  up  to  take  over  and  work  a line  of 
steamers  not  unfrequently  discovers,  before  very  long, 
that  the  steamers  are  worthless  and  unable  to  carry  the 
traffic  on  which  they  depend  for  dividend,  or  perhaps 
tha  b there  is  not  even  a traffic  to  carry.  And  a banking 
bus  iness,  which  was  believed  to  be  nearly  as  safe  as  that  » 

of  the  Bank  of  England,  when  taken  over  by  a new 
company,  not  unfrequently  entails  a total  loss  upon  its 
shareholders.  All  these  bad  businesses  require  the 
assistance  of  Parliament  to  enable  them  to  procure  the 
ne(  essary  funds,  by  creating  legal  documents  to  exchange, 
as  ffiares  or  debentures,  for  the  money  of  the  public,  and 
to  provide  the  requisite  organization  for  their  proper  ^ 

official  administration.  Having  obtained  such  assistance, 
by  means  either  of  a private  or  a public  special  Act  of 
Parliament,  and  having  complied  with  certain  rules, 
regulations,  and  restrictions  laid  down  by  Parliament, 
su(h  concerns  appear  to  the  uninitiated  to  enjoy  an 
official  countenance  and  approval  that  in  reality  they 
do  not  possess.  The  words  “Act  of  Parliament”  are 
ah 'ays  paraded  on  the  prospectus  and  other  notices  of  ^ 

th(  company  as  much  as  possible,  the  object  of  which  is 
to(  often,  and  the  result  of  which  is  invaiiably,  to  impose 
up  )n  the  great  bulk  of  the  ignorant  public  a behef  that  ^ 
th(  scheme  has  been  more  or  less  inquired  into,  and  is 
m(  re  or  less  supervised  by  Government. 

In  the  case  of  an  English  railwa}',  any  solicitor, 
en  dneer  and  contractor,  who  think  that  they  can  make 
a ]'i‘ofit,  whether  legitimately  or  illegitimately,  out  of  the 
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r construction  of  a line  of  railway,  can  without  difficulty 

obtain  the  necessary  special  Act  of  Parliament,  provided 
they  do  not  happen  to  be  opposed  by  any  great  railway 
company  or  territorial  magnate ; while  any  seven  swindlers 
who  meet  together  in  a pot-house,  and  devise  a scheme 
for  robbing  the  public  by  selling  to  them  something 
which  either  has  no  existence  at  all,  or  has  no  value  if 
it  has  existence,  can  do  so  under  the  protection  of  “ the 
Companies  Act,  1862,”  upon  signing  their  names  twice, 
^ paying  a few  small  fees,  and  getting  a few  “ gentlemen,” 

a shade  more  respectable  or  less  blown  upon  than 
themselves,  to  “lend  their  names”  as  directors  of  a 
public  company. 

This  state  of  things  is  utterly  illogical  and  immoral, 
and  evidently  cannot  be  defended  either  by  theory  or 
practice.  It  would  be  better  even  to  put  no  restrictions 
whatever  in  the  way  of  the  formation  of  public  companies, 
and  allow  people  to  rob  each  other  as  best  they  could. 
The  existing  state  of  the  law  is,  in  fact,  indefensible 
and  untenable.  Either  Parliament  should  assume  no 
responsibility  whatever  in  respect  to  public  companies, 
or,  assuming  that  responsibilit}-,  should  provide  proper 
machinery  through  which  to  exercise  a real  and  effectual 
control.  Many  modern  political  economists,  who  con- 
sider themselves  very  clever  financiers,  with  very  enlarged 
and  advanced  views,  advocate  the  former  alternative,  and 
^ consider  that  the  trade  and  commerce  of  the  country 

ought  not  to  be  hampered  in  any  way  whatever ; that 
all  attempts  to  control  the  creation  of  public  companies 
would  be  futile,  owing  to  the  ingenuity  displayed  by  the 
class  of  persons  known  as  “promoters”  in  evading  the 
law  ; and  further,  that  all  such  paternal  endeavours  on 
tlie  part  of  the  Government  or  Parliament  to  take  care 
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of  ether  people’s  money  would  be  so  obstructive  and 
inqi  isitorial  that  Englishmen  would  not  tolerate  them. 

3ut  believing  these  views  to  be  erroneous  and  not 
calc  dated  to  advance  the  best  interests  of  commerce,  I 
desire  to  point  out  to  what  extent  and  in  what  manner 
Par]  lament  might,  in  my  judgment,  provide  useful  checks 
on  Ihe  promulgation  of  foolish  and  fraudulent  schemes. 
I an,  however,  well  aware  that  the  measures  which  I 
proj'ose  will  be  scouted  by  the  class  of  persons  whose 
viev  s I have  just  alluded  to  as  illiberal,  reactionary,  and 
opp  )sed  to  the  principles  of  sound  political  economy. 
I an,  nevertheless,  thoroughly  convinced  that  it  cannot 
in  niy  way  whatever  conduce  to  the  prosperity  of  the 
nation,  or  be  in  the  true  interest  of  any  class  of  honest 
mer , no  matter  what  their  trade  or  calling,  that  facilities 
of  my  kind  whatever,  or  any  legal  protection,  or  any 
apparent  official  countenance,  should  be  extended  to 
sill}  or  fraudulent  persons  who  are  desirous  of  obtaining 
pub  ic  subscriptions  for  silly  or  fraudulent  schemes  ; and 
my  own  position  in  the  City  is  the  best  guarantee  that 
I would  not  willingly  advocate  any  measure  which  might 
possibly  prove  vexatious  and  obstructive  to  any  branch 
of  trade,  commerce,  or  finance.  Nevertheless,  the 
pers  ons  to  whom  I have  alluded,  and  who  are  generally 
very  bold  and  sweeping  in  their  statements  and  denun- 
ciations, will  without  hesitation  say,  that  although  I 
may  have  propounded  such  measures  with  the  best 
intentions,  yet  that  I do  not  really  understand  my  own 
interests,  or  the  subject  about  which  I am  writing. 
It  is  for  this  reason,  sir,  that  I have  ventured  to  address 
my  remarks  to  you ; as,  if  I am  fortunate  enough  to 
gai]i  your  support  for  the  measures  I propose,  no  one 
can  then  impute  illiberality  to  them. 
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I will  first  consider  the  case  of  a company  which 
proposes  to  execute  a public  work  in  this  country, — say  a 
railway, — and  which  therefore  requires  a special  private 
Act  of  Parliament,  conferring  upon  it  the  necessary 
powers  to  take  land,  levy  tolls,  &c.  When  railways 
were  first  started  in  this  country,  probably  no  one  fully 
realized  the  extent  to  wdiich  they  would  be  developed. 
Most  certainly  Parliament  and  the  Government  of  theylay 
1 did  not ; and  we  had  no  experience  in  other  countries  to 

^ guide  us  in  this  respect.  All  other  countries  have  there- 

fore had  at  least  one  very  great  advantage  over  England 
in  the  construction  of  their  rail'ways.  Pioneers  of  civili- 
zation have  proverbially  many  difficulties  to  encounter, 
and  necessarily  fall  into  many  errors,  which  those  who 
follow  them  may,  if  they  are  willing  to  profit  by  the 
experience  of  others,  escape.  We  have  been  pioneers 
of  railway  construction.  The  other  nations  of  Europe 
have  had  our  experience  to  guide  them,  and  they  have 
made  the  best  possible  use  of  it.  I leave  out  of  con- 
sideration railways  out  of  Europe  in  thinly  populated 
countries,  such  as  the  United  States ; for  where  it  is  so 
easy  to  subsidize  railway  companies  by  enormous  grants 
of  land  there  is  practically  very  little  analogy.  But 
" confining  our  attention,  for  the  present  at  least,  to  the 

system  of  railway  construction  in  other  countries  of 
Europe,  what  do  we  find  ? Have  other  nations  followed 
^ our  example  in  their  means  of  raising  money  ? And  if 

not,  the  obvious  questions  for  consideration  are, — Why 
have  they  deemed  it  advisable  to  depart  from  our  example 
in  this  particular  ? and  what  is  the  nature  of  the  changes 
which  they  have  introduced  ? 

The  great  majority  of  Continental  railways  have  been 

I 
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co]istructed  since  the  year  1847,  and  tiiere  can  be  little  / 
do  ibt  that  the  frightful  convulsion  of  that  year,  wbicb 
inficted  so  much  loss  and  misery  upon  all  classes  of 
pe]  sons  in  tins  country,  must  have  strengthened  the 
dei  ermination  of  even  the  most  inert,  easy-going  Govern- 
meuts  not  to  permit  of  railways  being  constructed  in 
tli€  countries  over  wbicb  they  ruled  upon  the  same 
reckless  “ bappy-go- lucky  ” system  wbicb  prevailed  in 
England.  I3ut  even  before  the  year  1847,  the  system 
wb  cb  is  now  prevalent,  in  some  form  or  another,  almost 
all  over  the  Continent,  bad  been  initiated.  And  without 
was  ting  time  by  tracing  the  history  of  railway  enterprise 
in  3acb  country,  and  without  even  taking  the  case  of 
anj  one  country  in  particular,  I may,  sufficiently  for  the 
pre  5ent  purpose,  briefly  state  the  particular  causes  wbicb 
proluced  the  system  in  question.  The  first  cause  was 
to  be  found  in  the  poverty,  in  those  days,  of  other 
nat  ons  as  compared  with  England.  And  not  only  bad 
the : in  those  days  infinitely  less  capital  available  for  any 
sue  1 undertakings,  but  they  bad  not  that  confidence  in 
the  stability  and  prosjierity  of  their  respective  countries 
wbiib  long  years  of  internal  peace  bad  given  to  the 
Englishman  ; nor  bad  they  bis  spirit  of  enterprise  and 
self  leliance,  nor  bis  capacity  for  rough  and  ready  orga-  '■ 

nizition  independent  of  his  Government.  What  little 
capital  they  bad  available  they  were,  as  a rule,  in  the 
bab  t of  boarding,  or  of  employing  in  some  State  lottery 
or  ether  venture,  in  wbicb  they  would  have  at  all  events 
the  sbance  of  turning  it  over  rapidly  witli  a large  profit 
before  a war  could  by  any  possibility  bi'eak  out.  And 
this  they  preferred  to  locking  money  up  in  undertakings 
wbi(  b could  at  best  only  pay  a moderate  rate  of  interest, 
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and  wbicb  they  believed,  wrongly  enough  as  it  has  since 
turned  out,  would  be  the  first  objects  of  attack  and 
destruction  by  a vigorous  enemy  ; and  out  of  which  they 
feared  they  could,  at  all  events,  never  get  back  their 
original  capital  after  the  first  outbreak  of  wvar.  It  was 
therefore  necessary  that  those  Governments  who  wished 
to  see  the  material  resources  of  their  country  developed 
and  their  revenues  augmented  by  the  increased  facilities 
to  trade  and  commerce  given  by  railw^ays,  should  address 
themselves  in  the  first  instance  to  English  capitalists  to 
obtain  the  funds  required. 

But  even  the  enterprising  Englishman  who  had  no 
doubts  wdiatever  about  the  stability  and  prosperity  of  his 
own  country,  or  about  the  success  of  his  own  railways, 
naturally  w^as  a little  timid  about  investing  his  money  in 
a foreign  railw^ay. 

f It  w^as  therefore  to  a certain  extent  necessary  that 

foreign  Governments  desirous  of  inducing  him  to  con- 
struct their  railways,  should  offer  to  the  English  capitalist 
^ greater  advantages  for  the  investment  of  his  money  than 
those  afforded  by  English  railways,  and  that  they  should 
do  anything  and  everything  in  their  power  to  make  his 
investment  appear  as  safe  as  possible.  It  was  thus  that 
, the  system  of  a Government  guarantee  arose,  and  from 

this  again  sprung  four  all  important  principles  : — 

First,  that  the  railways  should  be  constructed  accord- 
ing to  one  general  and  comprehensive  plan,  not  com- 
* peting  with  one  another,  but  acting  as  veins  and  arteries 
for  the  circulation  of  the  traffic  of  the  country. 

Secondly,  before  a Government  could  enter  into  any 
such  grave  liabilities,  it  was  necessary  that  the  plans 
and  estimates  for  those  railways  should  be  very  carefully 
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examined.  The  standing  orders  of  the  English  Houses 
of  Parliament  provide  that  evidence  shall  be  adduced  to 
prcve  that  the  capital  proposed  to  be  raised  is  sufficient 
to  construct  the  line  of  railway.  This  is  no  doubt  a very 
ne(  essary  inquiry,  before  the  somewhat  tyrannical  com- 
pul  sory  powers  of  taking  land  are  granted  to  a company. 

Bu ; the  foreign  Governments  who  had  to  guarantee  to 
the  Englishman  a sufficient  return  upon  Ihe  expenditure, 
hac  to  go  a step  further  than  this  ; — they  had  to  consider 
also  whether  or  not  the  estimates  were  excessive.  They 

«.  T 

could  not  afford  to  guarantee  a high  percentage  of 
interest  to  the  English  capitalist  upon  a quantity  of 
mo  ley  w^asted  in  jobbing  of  all  kinds.  Thus,  in  spite 
of  employing,  at  great  expense,  English  engineers  and 
En  ^lish  navvies,  and  having  to  pay  heavy  freight  for  the 
imj'ortation  of  English  rails  and  English  rolling  stock, 
for(dgn  railways  have,  as  a rule,  been  constructed  for  far 
lesj  money  than  English  railways. 

Thirdly,  it  was  natural  that  a Government  guarantee- 
ing to  speculators  the  success  of  their  enterprise  should 
stij  ulate  on  their  part  for  some  quid  pro  quo.  Hence  it 
w’a^  provided  that  the  guaranteed  railway  should  revert 
to  Uie  State  and  become  national  property  at  the  end  of 
a t(  rm  of  years  of  greater  or  less  duration. 

Fourthly,  the  State  having  so  large  an  interest  both 
present  and  prospective  in  the  economical,  efficient  and 
hoi  est  management  of  the  railway,  it  was  only  natural 
tha  i the  State  should  continue  to  exercise  a real  and  not  * 
an  maginary  control  over  that  management. 

One  other  element  was  also  at  work  in  elaborating 
the  foreign  system, — it  was  the  more  philosophical,  or 
per  laps  I should  say,  logical  education  enjoyed  by  most 
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foreigners.  An  Englishman’s  education — so  called — 

F 

‘ consists,  or  did  consist,  in  the  acquisition  of  detached 

fragmentary  scholastic  lore,  in  the  learning  of  certain 
dead  languages  and  exact  sciences,  and  there  it  ended ; 
whereas  the  foreigner,  while  being  taught  in  a milder 
degree  what  the  Englishman  was  taught,  was  also  taught 
modern  languages,  modern  history  and  literature,  and 
something  at  all  events  of  the  uses  for  which  the  exact 
sciences  have  been  devised.  The  Englishman,  or  at 

^ least  the  w^orking  Englishman,  having  perhaps  a 
greater  natural  energy,  gradually  taught  himself,  in 
his  own  rough  way,  the  practical  uses  to  which  he 
could  apply  his  rudimentary  scholastic  knowdedge ; but 
his  mind  continued  to  present  many  strange  contradic- 
tions,— evincing  much  power,  boldness,  and  originality, 
and  on  many  points  much  sound  practical  common  sense, 
but  on  other  points  displaying  a shortsightedness  and 
want  of  logic,  proving  the  inequality  and  incompleteness 
naturally  to  be  expected  from  his  antecedents.  Thus 

K while  the  Englishman’s  originality,  boldness,  and  prac- 
tical common  sense  enabled  him  successively  to  invent 
the  steam  engine,  the  tramway,  the  locomotive,  and  the 
railway  ; and  while  his  energy  and  spirit  of  enterprise 
enabled  him  both  to  acquire  the  capital  for  the  construc- 
tion of  his  railways,  and  gave  him  the  confidence  to 
invest  it  in  those  railways,  he  nevertheless  lacked  the 
power  of  completing  the  necessary  organization  to  effect 

A his  ends  in  the  best  manner.  Hence  arose  the  lax 
system  under  which  long  lines  of  railway  have  been 
constructed  in  England,  competing  with  one  another,  and 
costing  infinitely  more  than  they  need  have  cost.  Hence 
arose  also  the  incredibly  improvident  system  of  a railway 
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borr  )wino:  for  a short  term  of  years  no  less  than  twenty- 
five  per  cent,  of  the  total  amount  of  money  required  for 
its  3onstruction.  Such  a reckless  means  of  raising 
mor  ey  shocked  the  more  complete  and  evenly-balanced 
thoi  gh  less  powerful  mind  of  the  foreigner,  who,  had 
he  lorrowed  one-fourth  of  the  whole  capital  he  required, 
for  lerms  of  three,  five,  or  seven  years,  would  have  been 
in  i continual  state  of  nervous  agitation,  dreading  the 
falli  ig  due  of  his  obligations  at  an  inopportune  moment, 
and  the  consequent  bankruptcy  of  his  railway.  Hence 
arose  the  admirable  foreign  system  of  debenture  bonds, 
redeemable  by  half-yearly  drawings  ovei-  a long  term 
of  yaars.  That  the  English  system  of  railway  construc- 
tion and  organization  should  have  survived  the  shock  of 
18-1  r is,  indeed,  the  strongest  proof  of  the  reckless, 
buo_rant,  illogical  nature  of  the  Englishman  ; and  that 
that  system,  bad  in  itself,  should  have  steadily  become 
wor  >e  and  worse  until  at  last  Parliament  has  for  years 
pas-  been,  as  regards  railway  legislation,  nothing  but  a 
tool  in  the  hands  of  private  speculators,  and  even,  in  too 
mai  y cases,  been  made  by  them  parties  to  schemes  for 
defi  auding  and  robbing  even  those  classes  of  people  most 
entitled  to  Government  protection,  and  most  willing  to 
sub  nit  to  Government  supervision  and  interference— this 
has  been  rendered  possible  only  l)y  the  same  easy-going, 
careless,  inexact  habit  of  mind  which  may  be  found 
per  ^ading  almost  every  body  of  Englishmen. 

The  recent  disclosures  of  the  London,  Chatham  and 
Do^  er  and  other  English  railways  have  startled  most 
people  and  raised  a strong  feeling  of  indignation,  and 
although  many  people  hope  that  the  railway  named  is 
aln  ost,  if  not  quite,  a solitary  instance  of  reckless  mis- 
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management,  misrepresentation,  and  fraudulent  evasion 
of  so-called  laws,  yet  it  is  in  reality  nothing  of  the  kind. 
It  is  only  a fair  average  sample  of  the  manner  in  which 
English  railways  have  recently  been  constructed.  It  is 
only  its  greater  magnitude  wLich  has  made  it  notorious ; 
and  the  best  proof  that  I can  offer  in  support  of  this 
statement  is  to  quote  the  following  short  letter  to  the 
editor  of  the  Fall  Mall  Gazette,  which  I wrote  on  the 
16th  of  May  last,  long  before  any  of  the  scandals  in  con- 
nection with  the  London,  Chatham  and  Dover  Kailway 
had  become  public,  and  long  before  any  one,  even  in  my 
position,  except  the  officials  of  the  railway  themselves, 
could  have  had  any  actual  knowledge  of  the  state  of  the 
capital  account.  Yet,  sir,  you  will  see  that  in  this  short 
letter  I allude  to  all  the  distinguishing  features  of  the 
London,  Chatham  and  Dover  case  without  exception  as 
common  everyday  occurrences.  I there  allude  to  the 
unduly  swollen  estimates,  to  the  fictitious  subscription 
of  capital,  to  the  mock  accounts,  sham  receipts,  and 
fraudulent  affidavits  ; to  the  fraudulent  issue  of  so-called 
Parliamentary  debentures  for  the  purpose  of  deceiving 
honest  people,  and  obtaining  for  a rotten  concern  the  hard- 
earned  savings  of  a life  of  toil,  or  perhaps  the  whole  of 
the  little  fortune  which  was  to  keep  a widow  or  orphan 
from  starvation. 


I 

I 


THE  RAILWAY  TRICK— HOW  IT’S  DONE. 

Sir, — Your  remarks  this  evening  represent  the  general  feeling 
of  satisfaction  with  which  Lord  Redesdale’s  disclosures  of  the 
present  state  of  railway  legislation  have  been  received  ; but  I 
do  not  think  that  even  his  lordship  quite  understands  the  exact 
modus  operandi  by  which  the  skilful  operators  of  the  present 
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(lay  aerform  the  railway  trick.  A brief  description  of  it  may 
inteiest  some  of  your  readers. 

^he  standing  orders  of  the  Houses  of  Parliament  require 
that  when  a bill  for  a new  line  is  deposited  a sum  of  money 
equfl  to  8 per  cent,  upon  the  proposed  expenditure  be  lodged 
with  the  Accountant-General  in  cash  or  Government  securities. 
Mr.  Sharp,  the  solicitor,  Mr.  Smart,  the  engineer,  and  Mr.  Some- 
how the  contractor,  having  decided  that  it  would  be  for  their 
adv8  ntage  to  construct  the  Clay  Valley  line  of  railway,  deposit  a 
set  3f  plans  prepared  by  Smart,  a bill  drawn  by  Sharp,  and 
consols  amounting  to  8 per  cent,  on  the  estimates  borrowed  by 
Son  ehow  from  an  insurance  company  for  a cash  consideration, 
say  2s  per  cent.,  the  said  consols  remaining  under  the  absolute 
control  of  the  insurance  company.  Sharp  has  more  wits  than 
moi  ey,  so  has  Smart ; but  «omehow  has  got  together  a little 
moi  ey — a few  thousand  pounds — enough  to  make  a beginning  ; 
so,  oeing  a man  of  a large  stomach  and  strong  digestion,  he 
subs  cribes  for  the  entire  share  capital  of  the  Clay  Valley  Railway, 
amc  anting  to  300,000/.,  the  directors  being  a brother  of  Sharp’s, 
a hi  other-in-law  of  Smart’s,  a cousin  of  Somehow’s,  and  a half- 
pay East  Indian  doctor.  Mr.  Somehow  then  contracts  with  the 
dirc3tors  to  execute  the  works,  and  to  take  in  payment  the  shares 
for  vhich  he  has  subscribed,  and  the  debentures,  amounting  to 
ano  her  100,000/. 

The  line  is  between  sixteen  and  seventeen  miles  long,  and 
Mr.  Somehow  has  ascertained  through  his  friend  Mr.  Smart 
thal  it  can  be  made  for  6,000/.  or  7,000/.  a ndle.  The  capital 
autliorized  is  24,000/.  a mile. 

The  “ directors  ” make  an  immediate  issue  of  fully-paid 
sha  *es  to  pay  for  the  parliamentary  and  preliminary  expenses, 
eng  ineering,  plant,  &c.  Then  certain  mock  accounts  are  opened 
with  a bank,  certain  affidavits  made,  and  an  issue  of  debentures 
takns  place.  Upon  these  debentures,  being  apparently  issued  in 
full  accordance  with  those  provisions  required  by  the  united 
wis  lorn  of  the  Houses  of  Parliament,  Mr.  Somehow  is  enabled  to 
raise  90,  95,  or  even  100  per  cent,  from  bankers  and  others, 
giv  ng  also  his  promissory  note  at  six  montbs  (renewable)  and 
a “ margin  ” of  ordinary  stock.  Thus  with  the  debentures  he  is 


enabled  to  build  the  greater  part  of  his  line,  and  he  finds  him- 
self at  the  end  of  a couple  of  years  the  proprietor  of ^ a quarter  of 
a million  of  ordinary  stock  of  the  Clay  Valley  Railway,  for  if  the 
times  are  reasonably  good  his  friends  Sharp  and  Smart,  with  the 
assistance  of  a “ financial  agent,”  manage  to  create  enough 
Lloyd’s  bonds  on  various  pretexts  to  pay  all  “ charges,”  interest, 
commission,  and  the  necessary  bribes  to  the  managers  of  the 
banks  and  other  institutions  where  the  money  is  borrowed,  and 
who  have  made  things  smooth. 

Trusting  the  above  little  sketch  may  be  of  interest  to  Lord 
Redesdale  and  the  rest  of  your  readers, 

I am.  Sir,  your  obedient  servant, 

Behind  the  Scenes. 

London,  May  16,  1866. 

Not  only,  sir,  can  I assert  the  above  little  sketch  to 
be  within  my  own  personal  knowledge  a fair  representa- 
tion of  an  everyday  case,  but  I scarcely  know  a single 
railway  which  has  been  constructed  of  late  years  without 
a resort  to  some  such  malpractices.  Fortunately  public 
attention  has  been  so  thoroughly  awakened  by  the 
scandal  of  the  London,  Chatham,  and  Dover  case,  that 
the  session  can  scarcely  pass  over  without  some  measure 
of  railway  reform  being  adopted  by  Parliament  j and 
certainly,  with  regard  to  those  of  the  existing  companies 
which  have  been  more  or  less  honestly  constructed,  some 
such  scheme  as  that  of  Mr.  Dudley  Baxter  is  in  every 
way  most  desirable.  But  I am  now  considering,  not  the 
past,  but  the  future,  and  I wish  to  point  out  the  sort  of 
measures  which  my  practical  experience  and  knowledge 
lead  me  to  believe  will  be  useful  and  beneficial  for  the 
regulation  of  future  railways.  The  reform  sought  to 
be  introduced  last  session  by  Lord  Redesdale,  by  the 
singularly  autocratic  and  unconstitutional  device  of  a 
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lay  perform  the  railway  trick.  A brief  description  of  it  may 
nterest  some  of  your  readers. 

The  standing  orders  of  the  Houses  of  Parliament  require 
;hat  when  a bill  for  a new'  line  is  deposited  a sum  of  money 
^qual  to  8 per  cent,  upon  the  proposed  expenditure  he  lodged 
vith  the  Accountant-General  in  cash  or  Government  securities. 
Mr.  Sharj),  the  solicitor,  Mr.  Smart,  the  engineer,  and  Mr.  Some- 
low  the  contractor,  having  decided  that  it  w'ould  he  for  their 
idvantage  to  construct  the  Clay  Valley  line  of  railw'ay,  deposit  a 
jet  of  plans  prepared  by  Smart,  a hill  draw'n  by  Sharp,  ainl 
jonsols  amounting  to  8 per  cent,  on  the  estimates  borrowed  by 
Somehow  from  an  insurance  company  for  a cash  consideration, 
say  2 2 per  cent.,  the  said  consols  remaining  under  the  absolute 
iontrol  of  the  insurance  comjoany.  Sharp  has  more  wits  than 
noney,  so  has  Smart ; but  «omehow  has  got  together  a little 
noiiey — a few  thousand  pounds — enough  to  make  a beginning  ; 
JO,  being  a man  of  a large  stomach  and  strong  digestion,  he 
jubscribes  for  the  entire  share  capital  of  the  Clay  Valley  Railway, 
imounting  to  300,000/.,  the  directors  being  a brother  of  Sharp’s, 
i brother-in-law  of  Smart’s,  a cousin  of  Somebow-’s,  and  a half- 
way East  Indian  doctor.  Mr.  Somehow  then  contracts  with  the 
lirectors  to  execute  the  works,  and  to  take  in  payment  the  shares 
or  w'hich  he  has  subscribed,  and  the  debentures,  amounting  to 
mother  100,000/. 

The  line  is  between  sixteen  and  seventeen  miles  long,  and 
Mr.  Somehow'  has  ascertained  through  his  friend  Mr.  Smart 
hat  it  can  be  made  for  6,000/.  or  7,000/.  a mile.  The  capital 
luthorized  is  24,000/.  a mile. 

The  “ directors  ” make  an  immediate  issue  of  fully -paid 
jhares  to  pay  for  the  parliamentary  and  ])reliminary  expenses, 
jiigineering,  plant,  &c.  Then  certain  mock  accounts  are  opened 
vith  a bank,  certain  affidavits  made,  and  an  issue  of  debentures 
akes  place.  Upon  these  debentures,  being  apparently  issued  in 
fill  accordance  with  those  provisions  req  aired  by  the  united 
visdom  of  the  Houses  of  Parliament,  Mr.  Somehow  is  enabled  to 
•aise  90,  95,  or  even  100  per  cent,  from  bankers  and  others, 
jiving  also  his  promissory  note  at  six  months  (renewable)  and 
i “ margin  ” of  ordinary  stock.  Thus  with  the  debentures  he  is 
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enabled  to  build  the  greater  part  of  his  line,  and  he  finds  him- 
self at  the  end  of  a couple  of  years  the  proprietor  of  a quarter  of 
a million  of  ordinary  stock  of  the  Clay  Valley  Railw'ay,  for  if  the 
times  are  reasonably  good  his  friends  Sharp  and  Smart,  w'ith  the 
assistance  of  a “ financial  agent,”  manage  to  create  enough 
Lloyd’s  bonds  on  various  pretexts  to  pay  all  “ charges,”  interest, 
commission,  and  the  necessary  bribes  to  the  managers  of  the 
banks  and  other  institutions  w'here  the  money  is  borrow'ed,  and 
who  have  made  things  smooth. 

Trusting  the  above  little  sketch  may  be  of  interest  to  Lord 
Redesdale  and  the  rest  of  your  readers, 

I am,  Sir,  your  obedient  servant. 

Behind  the  Scenes. 

London,  May  16,  1866. 

Not  only,  sir,  can  I assert  the  above  little  sketch  to 
be  within  my  own  personal  knowdedge  a fair  representa- 
tion of  an  everyday  case,  but  I scarcely  know  a single 
railway  which  has  been  constructed  of  late  years  without 
a resort  to  some  such  malpractices.  Fortunately  public 
attention  has  been  so  thoroughly  awakened  by  the 
scandal  of  the  London,  Chatham,  and  Dover  case,  that 
the  session  can  scarcely  pass  over  without  some  measure 
of  railw'ay  reform  being  adopted  by  Parliament ; and 
certainly,  with  regard  to  those  of  the  existing  companies 
which  have  been  more  or  less  honestly  constructed,  some 
such  scheme  as  that  of  Mr.  Dudley  Baxter  is  in  every 
way  most  desirable.  But  I am  now  considering,  not  the 
past,  but  the  future,  and  I wish  to  point  out  the  sort  of 
measures  which  my  practical  experience  and  knowledge 
lead  me  to  believe  will  be  useful  and  beneficial  for  the 
regulation  of  future  railways.  The  reform  sought  to 
be  introduced  last  session  by  Lord  Redesdale,  by  the 
singularly  autocratic  and  unconstitutional  device  of  a 
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standing  order  of  the  House  of  Lords, — in  reality  of  far 
more  importance  and  of  far  wider  action  than  most  Acts 
of  Parliament, — was  objectionable  in  many  ways.  It  at 
the  same  time  went  too  far  and  not  far  enough.  It 
made  the  formation  of  a railway  company  practically 
necessary  before  the  Act  of  Parliament  was  obtained ; 
and  unless  Government  were  to  give  such  enterprises 
some  much  more  active  support  than  it  is  at  all  likely 
they  will  ever  be  disposed  to  give,  it  would  be  wholly 
and  altogether  impossible  to  procure  the  subscription  of 
the  capital  by  the  public  before  the  application  was  made 
to  Parliament,  and  consequently  no  new  railways  would 
ever  have  been  made  at  all. 

As  regards,  therefore,  all  lines  which  any  set  of 
promoters  imagine  can,  by  economical  management,  be 
made  to  yield  a return  sufficient  to  induce  the  subscrip- 
tion of  capital  by  persons  who  are  otherwise  not  interested 
in  the  district  traversed  by  the  line,  there  should,  in  my 
judgment,  be  as  few  restrictions  as  possible  placed  in 
the  way  of  the  first  initiation  of  the  project.  I would 
propose  to  give  free  permission  to  any  set  of  men  who 
thought  they  could  work  out  such  an  undertaking  to 
a successful  issue,  and  who  were  willing  and  able  to  go 
to  the  considerable  preliminary  expense  of  preparing 
proper  plans  and  caref  ul  estimates,  to  apply  to  Parliament 
for  a sanction  of  their  scheme  and  for  the  necessary 
powers  to  carry  it  out.  After  hearing  the  general 
evidence  for  and  against  the  preamble,  and  going  into 
the  more  general  clauses  of  the  bill,  I would  suggest  that 
Parliament  should  then  give  a conditional  and  provisional 
consent  to  the  undertaking.  Conditional  upon  the  certi- 
ficate of  a proper  government  engineer,  one  of  the  very 
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able,  useful,  and  efficient  public  officers  whose  present  duty 
it  is  to  inspect  railways  previous  to  their  being  opened  for 
public  traffic,  and  that  the  certificate  should  state,  first, 
whether  the  proposed  capital  is  sufficient,  and  secondly, 
whether  it  is  excessive  ; and  that  a report  should  accom- 
pany this  certificate  upon  all  the  more  technical  clauses 
of  the  bill.  The  certificate  being  obtained  and  the  report 
being  favourable,  I would  then  suggest  that  compulsory 
powers  for  the  purchase  of  laud,  &c.,  should  be 
provisionalhj  granted,  and  that  a delay  of  say  twelve 
months  should  be  allowed  to  the  promoters  in  which 
to  procure  the  bona  fide  subscription  of  the  capital, 
such  subscription  to  be  proved  in  any  way  that  Par- 
liament may  direct.  Upon  the  completion  of  all 
which  formalities  the  compulsory  powers  should  become 
definitive.  And  further,  as  it  may  happen  that,  owing 
to  monetary  pressure,  or  other  causes,  the  delay  of 
twelve  months  may  not  have  been  sufficient  to  enable 
the  promoters  to  procure  the  capital,  even  though  the 
scheme  may  in  every  way  be  a thoroughly  good,  sound, 
profitable  and  useful  one,  I would  propose  that  at  the 
end  of  that  time,  if  the  capital  had  not  been  procured, 
the  promoters  should  be  permitted  to  apply  to  some 
competent  authority,  who  should  have  the  power,  after 
a careful  consideration  of  the  case,  to  grant  such  exten- 
sion or  extensions  of  time  as  he  might  from  time  to 
time  deem  reasonable  and  advisable.  This  system, 
combined  "with  a proper  restriction  upon  the  borrowing 
powers  of  the  company,  and  a more  personal  responsi- 
bility and  liahility  on  the  part  of  the  directors,  would, 
even  without  a regular  Government  audit  of  railway 
accounts,  provide  perfectly  sufficient  checks  on  the 
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getting  up  of  fraudulent  schemes,  and  the  cooking  of 
capital  and  revenue  accounts  ; while,  on  the  other 
hand,  it  would  afford  greater  facilities  for  the  successful 
launching  of  useful  and  honest  undertakings  ; for  not 
only  would  it  relieve  them  from  the  destructive  com- 
petition of  dishonest  schemes,  pushed  by  reckless 
persons,  but  it  would  also  reliev(3  them  from  the 
numerous  restrictions  imposed  both  by  Parliament  and 
by  Lord  Kedesdale,  in  the  plenitude  of  his  irresponsible 
autocratic  power,  which,  while  wholly  ineffectual,  as 
experience  has  shown,  in  preventing  fraud,  jobbing,  and 
robbery,  are  often  most  vexatious  and  obstructive  to 
legitimate  enterprise. 

It  must,  however,  be  obvious  to  every  one  who  has 
given  any  attention  to  the  subject,  that  in  many  districts 
of  the  country  railways  are  urgently  needed  for  the 
accommodation  of  the  district,  which  can  never  be 
expected,  at  all  events  for  very  many  years,  to  yield, 
from  their  own  traffic  receipts,  a sufiicient  return  to  pay 
independent  capitalists  for  their  construction  ; although 
they  would  be  the  greatest  possible  boon  to  the  farmers 
and  small  tradesmen,  and  would  double  the  value  of  the 
estates  they  pass  through.  It  would,  however,  be  a very 
great  calamity  if  no  means  could  be  devised  for  raising 
the  necessary  money  for  carrying  out  public  works  of 
such  very  great  utility.  Again,  we  may  turn  to  the 
Continent  for  an  example,  and  in  the  republic  of  Switzer- 
land, and  the  all  but  despotic  kingdom  of  Prussia,  we 
find  systems  mare  or  less  analogous,  working  admirably 
to  the  satisfaction  of  all  parties,  which  we  might  intro- 
duce with  very  great  benefit  and  advantage  into  England. 
What  I should  propose  as  likely  to  effect  the  end  in  view 
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is  something  of  this  nature  : — that  when  a few  owners  or 
occupiers  of  land  have  a strong  feeling  that  a railway 
ought  to  be  made  for  the  accommodation  of  a certain 
district,  they  should  have  the  power  to  require  the  lord- 
lieutenant  of  the  county,  or  other  proper  authority,  to 
convene  a meeting  of  the  owners  and  occupiers,  not  only 
of  the  land  through  which  the  proposed  railway  will  pass, 
but  also  of  the  land  within  a certain  distance  on  either 
side  of  the  line ; and  that  it  should  be  competent  to  a 
t majority  of  say  three-fourths  of  such  persons  so  convened 

to  decide  upon  making  application  to  Parliament  for  the 
vesting  in  certain  trustees  or  commissioners  of  the  powers 
required  for  the  purpose,  and  that  as  the  railway  would 
be  practically  an  “ improvement  of  land,”  the  money 
should  be  raised  by  the  creation  of  rent-charges  over  the 
estates  affected,  in  a manner  similar  to  that  now  in 
existence  in  cases  of  a main  outfall  drain,  sea  wall,  river 
embankment,  or  other  “ improvement  of  land,”  which 
affords  common  benefit  to  several  estates.  Nothing  can 
► be  simpler,  and  nothing  can  be  more  fair  and  equitable  ; 

and  it  would  be  very  easy  to  apportion  the  rent-charges  over 
the  estates  in  such  manner  that  those  most  benefited 
should  pay  the  most.  Neither  would  there  be  any  diffi- 
culty in  the  adjustment  of  the  minor  details  of  the  system. 
For  instance,  any  absentees  from  the  meeting  convened 
by  the  lord-lieutenant  might  either  have  the  power 
of  voting  by  proxy,  or  subsequently  in  writing,  upon  the 
^ question  put  to  the  meeting  and  sent  to  them  by  the 

lord-lieutenant,  or  there  would  not  be  any  very  great 
injustice  in  making  the  decision  of  the  majority  of  those 
present  binding  also  upon  the  absentees,  whatever  that 
decision  might  be,  whether  for  or  against  the  proposed 
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fail  way.  Or,  again,  any  occupier  of  land  who  had  voted 
for  the  railway,  but  who  refused  to  pay  his  landlord  the 
increased  rent  necessary  to  meet  the  rent-charge,  for 
which  the  owner  would  be  responsible,  might  without 
any  injustice  be  made  liable  to  forfeit  his  lease  if  he  had 
one.  And  in  order  that  no  owner  or  occupier  might  be 
called  upon  to  pay  the  rent-charge  in  respect  to  the 
improvement  before  they  received  any  actual  pecuniary 
benefit  from  it,  there  w-ould  be  nothing  unfair  or  finan- 
cially unsound,  in  adding  to  the  capital  required  the 
interest  which  would  have  to  be  paid  to  the  lenders  of 
the  money  during  the  construction  of  the  railway,  and 
perhaps  for  three  or  six  months  after  its  completion  ; 
that  is  to  say  until  such  period  as  the  owners  and 
occupiers  would  be  in  the  actual  enjoyment  of  the 
pecuniary  advantages  that  they  r(3ckoned  upon  in 
mutually  consenting  to  support  the  charge. 

Turning  now  to  the  case  of  companies  under  the  law 
of  limited  liability : my  experience  has  proved  to  me 
that  by  an  amount  of  supervision  which  no  honest  man 
could  object  to,  and  w’hich  could  not  be  said  in  any  way 
either  to  be  obstructive  or  inquisitorial,  or  on  the  other 
hand  to  throw  an  undue  responsibilit}'  for  the  success  of 
those  schemes  which  were  sanctioned  upon  the  Govern- 
ment, a great  number,  in  fact  the  majority,  of  bad 
businesses  into  which  the  British  public  have  been  of 
late  years  led  by  the  law  of  limited  liability,  might  have 
been  nipped  in  the  bud. 

It  is  always  of  advantage  to  show  that  any  new 
proposed  measure  of  legislation  is  not  suggested  without 
due  consideration,  and  still  more  is  it  desirable,  where  at 
least  it  is  possible  to  do  so,  to  show  that  the  measure 
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proposed  has  not  been  prepared  as  the  result  of  any  one 
startling  occurrence,  which  has  forced  the  particular 
subject  upon  public  attention,  in  which  case  the  measure 
must  always  incur  the  danger,  or  at  all  events  will  incur 
the  imputation,  of  being  prepared  and  proposed  under 
excitement,  and  consequently  of  being  ill-digested.  I 
desire,  therefore,  to  sho^v  that  the  measure  which  I 
propose  as  a reasonable  check  on  the  formation  of  com- 
panies under  limited  liability  is  not  one  which  I have 
hastily  suggested  under  the  influence  of  a commercial 
panic,  but  one  which,  on  the  contrary,  I suggested 
specifically  some  months  before  the  panic  of  1866,  in 
anticipation  of  that  event,  which  my  everyday  experience 
in  the  City  convinced  me  was  not  far  distant,  and  which 
I proposed  consequently,  not  so  much  with  a view  to 
staving  off  the  crisis  and  panic,  which  I felt  must  in- 
evitably occur,  as  of  providing  against  their  recurrence, 
from  the  same  causes  at  least,  in  the  future.  I therefore 
take  the  liberty  of  again  quoting  some  of  my  own  words, 
more  especially  as  the  two  letters  which  I subjoin, 
extracted  from  the  Economist,  and  written  by  me  on  the 
11th  and  18th  of  January,  1866,  respectively,  set  forth 
very  fully  the  measure  for  the  protection  of  the  moneyed 
public  for  which  I am  anxious  to  obtain  your  considera- 
tion and  support. 


I. 

A PRACTICAL  CHECK  ON  THE  MANUFACTURE  OF 

BUBBLE  COMPANIES. 


Sir, — The  recent  extraordinary  development  of  the  principle  of 
limited  liability  has  had  so  great  an  effect  on  the  money  market 
that  it  has  attracted  universal  attention,  and  set  people  a thinking 
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who,  as  a rule,  never  think  at  all ; the  consequences  of  which 
first,  that  the  efiects  of  this  development  in  the  absorption 
of  capital  have  been  greatly  exaggerated  in  the  public  estimation  ; 
and  secondly,  that  in  their  exaggerated  alarm,  many  persons  cry 
out  for  a reactionary  measure  of  legislation  as  their  only  means  of 
escape  from  a state  of  things  which  they  believe  threatens  to  sw’amp 
the  commercial  classes.  On  several  occasions  this  state  of  feelinir 
has  been  alluded  to  in  the  money  article  of  the  Times,  and  it  has 
been  pointed  out  how  impossible  it  would  be  now  to  retrace  our 
steps,  and  reimpose  upon  industry  and  enterprise  their  former 
shackles ; yet  so  much  does  this  question  now  agitate  the  public 
mind  that  papers  of  all  kinds  and  all  sides  have  thought  it 
necessary  to  take  up  the  defence  of  limited  liability,  even  in 
their  leading  articles.  The  public  are  at  all  times  glad  when 
they  can  find  a scapegoat ; it  is  such  a convenient  and  simple 
affair,  and  so  comforting  for  the  future,  to  attribute  all  their 
difficulties  to  one  cause.  Accordingly  there  is  a decided  inclination 
among  many  persons  to  make  a scapegoat,  on  the  present  occasion, 
of  limited  liability,  and  to  heap  on  it  the  accumulated  burden  of 
the  Bank  rate  and  the  price  of  Consols. 

To  defend  the  principle  of  limited  liability  is  not,  however, 
m^  present  intention,  nor  is  it  necessary  to  do  so  to  your  readers. 
On  the  contrary,  I propose  to  examine  the  bill  of  indictment 
brought  against  limited  liability,  to  see  whether  after  all  there 
may  not  be  some  basis  of  reason  in  the  popular  outcry,  and  then 
:o  suggest  a measure  which  I have  long  regarded  as  a much- 
aeeded  supplement  to  the  law  of  limited  liability. 

The  public  complain  of  the  high  price  and  scarcity  of  money, 
3f  the  sudden  and  violent  fluctuations  in  the  Bank  rate,  and  of 
the  diminished  value  even  of  those  securities  which  they  had 
iccustomed  themselves  to  look  upon  as  being  second  only  to 
Bank  notes,  while  they  see  their  limited  liability  shares  depre- 
cated to  a still  more  alarming  extent,  and,  in  too  many  instances, 
ether  wholly  unsaleable  or  standing  at  a disastrous  discount, 
vith  hea\7  calls  looming  in  the  future.  All  this,  they  say,  is 
he  natural  result  of  throwing  open  the  flood-gates  of  speculation 
)y  means  of  limited  liability,  and  that  the  torrent  must  be 
itemmed  at  any  sacrifice. 
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The  press  reply,  first,  that  limited  liability  is  not  really  the 
sole  cause  of  the  present  pressure,  which  is  due  largely,  if  not 
chiefly,  to  the  feverish  energy  imparted  to  trade  by  the  inflation 
of  the  currency  in  America  and  to  the  derangement  of  the  cotton 
trade  ; and  secondly,  that  even  if  limited  liability  were  alone  at 
fault,  retrogression  is  impossible : that,  therefore,  as  you  cannot 
teach  men  common  sense  by  Act  of  Parliament,  as  long  as  there 
are  fools  in  the  world,  so  long  will  foolish  schemes  find  supporters, 
but  that  so  great  and  undoubted  are  the  benefits  and  blessings 
of  limited  liability,  it  would  be  a fatal  mistake  to  attempt  either 
to  repeal  or  to  trammel  it ; all  that  can  be  hoped  is  that  the 
public  will  benefit  by  experience,  and  not  subscribe  to  wild  and 
visionary  schemes,  or  entrust  their  money  to  the  care  of  directors, 
who  have  either  no  characters  to  lose,  or  are  devoid  of  experience 
in  the  special  business  which  they  propose  to  manage. 

Now,  it  seems  to  me  that  though  the  reasoning  of  these 
writers  is  perfectly  true,  as  far  as  it  goes,  yet  that  it  does  not  go 
far  enough,  and  this  for  two  reasons.  First,  it  assumes  as  un- 
avoidable the  existence  of  a great  evil,  namely,  the  facility  at 
present  afforded  to  a fool  and  His  money  to  part  company  by 
means  of  limited  liability ; secondly,  it  assumes  a Malthusian 
state  of  society  in  which  the  temptations  of  limited  liability,  as 
well  as  everything  else  terrestrial,  would  come  to  an  end  with  the 
lives  of  the  people  now  inhabiting  these  islands,  the  majority  of 
whom  have  already  purchased,  and  the  remainder  of  whom  are 

now  purchasing  their  experience. 

To  take  the  latter  assumption  first,  it  is  quite  true  that  many 
persons  have  been  and  are  now  being  hit  so  hard  by  losses  and 
calls  upon  their  limited  liability  shares,  that  they  will  probably 
fly  into  the  opposite  extreme  and  never  touch  a share  again ; 
but  there  are  other  more  easy  going  or  more  sanguine  persons, 
who  in  a few  years’  time,  when  those  shares  which  still  survive  in 
the  oflicial  list  are  again  at  a premium,  will  be  just  as  ready  as 
ever  to  believe  any  prospectus  put  before  them,  and  there  is  of 
course  the  rising  generation  who  notoriously  never  do  profit  by  the 
experience  of  their  elders.  The  “ people-ought-to-know-better  ” 
argument  is  therefore  illogical,  as  well  as  weak  and  unsatisfactory. 

Now,  for  the  more  practical  question  of  whether  the  present 
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j^roat  facility  given  to  swindling  “ promoters  ” to  entice  subscrip- 
tions to  bubble  companies,  out  of  our  country  cousins,  cannot  be 
diminished,  or  whether  this  is  an  unavoidable  evil  attendant  upon 
limited  liability.  It  happens  that  there  are  few  people  in  the 
City  who  see  more  of  the  inside  not  only  of  companies  but  also 
of  projected  schemes  than  I do,  and  the  above  question  has  been 
repeatedly  forced  on  my  consideration  during  the  last  two  years  ; 
for  I believe  every  possible  kind  of  wild  and  visionary  scheme 
that  could  enter  the  mind  of  man,  as  well  as  many  a dishonest 
one,  has  been  proposed  to  me.  In  sifting  them  I always  separate 
the  prospectus  placed  in  my  hands  into  two  broad  general 
dmsions,  the  facts,  or  so-called  facts,  and  the  promises.  The 
latter  are  comparatively  harmless,  but  the  former  are  often 
coloured  in  a manner  which  lamentably  deceives  the  unfortunate 
dupes.  Perhaps  it  is  a company  for  working  a patent,  or 
constructing  a railway,  or  “ taking  over  ” a line  of  steamers, 
or  a private  business,  or  purchasing  and  working  a mine  in 
Mexico,  a tea  estate  in  India,  or  a cotton  estate  in  the  West 
Indies,  that  I am  asked  to  join  in.  About  the  patent  I find 
statements  put  prominently  forward,  as  the  basis  of  a calculation, 
showing  a di\ddend  of  29i  per  cent.,  which  are  nothing  but 
random  guesses  ; about  the  railway  traflic  I find  statements 
which  are  wholly  imaginary  ; among  the  steamers  I find  ships 
described  as  “ recently  repaired  ” and  “ better  than  new,”  which 
are  notoriously  unseaworthy ; in  the  “ valuation  ” of  the  private 
businesses  I find  six  or  seven  years’  purchase  given  for  what  was  a 
purely  fortuitous  operation  and  never  could  be  repeated,  and 
unrealised  profits  put  down,  which,  being  only  represented  by  a 
bad  debt,  are  in  plain  English  losses.  In  lire  case  of  mines,  tea 
and  cotton  estates,  Ac.,  in  the  majority  of  cases  I do  not  get 
further  than  the  titles,  for  the  promoters  think  it  quite  un- 
necessary to  provide  legal  documents,  and  when  I insist  on  them 
as  a first  preliminary,  they  sulkily  retire,  giving  utterance  to  a 
few  remarks  about  my  “antiquated  prejudices,”  and  ignorance 
of  the  priciples  on  which  “ modern  business  ” is  conducted. 

Yet,  Sir,  many  of  these  companies  have  nevertheless  “ come 
out,”  and  until  within  the  last  few  months  have  “ got  their 
money.”  Surely  this  is  not  as  it  should  be.  The  law  of  limited 
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liability  was  passed  with  the  object  of  fostering  and  assisting 
sound  enterprise  and  honest  industry,  not  to  act  as  a convenient 
tool  for  dishonest  speculators,  or  to  supply  a fool’s  paradise  to 
ignorant  visionaries.  It  cannot  be  either  right  or  necessary  that 
a parcel  of  fools  or  sharpers  should  have  the  power  of  issuing,  under 
the  apparent  sanction  of  the  law,  and  in  too  many  cases  under 
its  practical  protection,  a Ipng  prospectus  and  a bubble  scheme. 

Now  for  the  remedy.  In  my  judgment  the  evil  might  be 
mitigated  to  such  an  extent  as  to  become  insignificant  by  the 
simple  expedient  of  obliging  all  “ promoters,”  on  applying  for 
the  registration  of  their  company,  to  prove  to  the  registrar  b}" 
proper  legal  evidence  and  documents  the  truth  of  all  statements 
put  forward  as  facts  in  their  prospectus,  or  memorandum  of 
association  (with  vague  promises  and  opinions  he  would  have 
nothing  to  do),  which  evidence  and  documents  should  then  be 
filed  by  the  registrar  along  vdth  the  other  paj^ers  of  the  company. 

This  would  in  some  cases  delay  the  issue  of  really  sound 
schemes,  but  the  delay  would  in  the  end  be  a gain  even  to  the 
promoters,  and  it  would  clearly  knock  a vast  number  of  bubbles 
on  the  head  at  once  and  for  ever,  and  this  would  be  an  unmiti- 
gated gain  to  the  whole  community.  Of  course,  the  work  entailed 
upon  the  Registration  Office  would  be  considerable,  and  would 
necessitate  an  additional  staff  and  increased  expenditure  ; but 
this  would  be  a trifle  compared  with  the  great  good  effected  in 
bursting  the  large  majority  of  bubbles  before  they  are  blown  out 
to  their  full  proportions. 

Y’our  obedient  servant. 

Finance. 

London,  11th  January,  1866. 


Sir, — In  my  last  letter  I attempted  to  show  that  the  present 
unrestricted  liberty  granted  to  every  one  in  the  country  to  gain 
the  benefits  of  the  law  of  limited  liability,  and  to  form  a 
company  at  a moment’s  notice,  upon  any  conceivable  or  in- 
conceivable basis,  and  upon  any  quantity  of  false  statements, 
may,  and  as  a matter  of  fact  very  often  does,  degenerate  into 
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licence,  and  the  law  is  perverted  in  too  many  instances  from  the 
uses  designed  by  its  framers.  I propose  now  to  illustrate  and 
< Levelop  the  modus  operandi  of  the  remedy  suggested. 

The  difficulty  is  of  course  to  devise  a system  of  examination 
vhich  shall  effectually  shut  out  from  the  benefit  of  the  Act  all 
)ubble  schemes  dependent  in  any  way  for  their  success  with  the 
)ublic  upon  fiilse  statements  (as  they  almost  invariably  are),  but 
which  shall  not  be  obstructive  to  honest  schemes  or  oppressive 
1 0 honest  men.  It  is  at  once  evident  that  the  examination  must 
j lot  be  left  to  the  Kegistrar  alone  and  unaided,  nor  must  it  be 
based  solely  upon  an  ex  parte  statement  of  the  promoters. 

’ Chere  must  be  a devil’s  advocate  to  protect  the  Act  from  abuse 
und  to  endeavour  to  pick  holes  in  the  prospectus  submitted. 

. \.nd  after  all  this  is  only  what  is  done  or  ought  to  be  done  in 
(ivery  case,  and  every  day  we  are  becoming  more  and  more 
( onvinced  that  it  is  of  no  use  to  make  a good  law  unless  we  take 
measures  to  see  that  it  is  carried  out,  and  where  this  is  not  done 
i t is  a constant  complaint  that  the  law  becomes  a dead  letter. 
As  an  instance,  take  the  flagrant  case  of  the  Houseless  Poor 
Act  as  shown  up  in  the  Pall  Mall  Gazette. 

I am  told  that  some  limited  companies  are  mere  private 
! associations,  whose  prospectus  is  not  intended  to  be  put  before 
I he  public,  and  that  it  would  be  vexatious  to  force  them  to 
1 ell  their  whole  story,  and  yet  as  a suppression  of  the  truth  is 
often  as  injurious  and  deceptive  as  a positive  perversion,  no 
( xception  could  be  made  in  their  favour.  But  it  is  impossible 
1 o imagine  a case  where  any  one  could  objecd  to  state  the  broad 
und  general  facts  of  his  project,  and  that  is  all  that  would  be 
nsisted  upon.  Such  a prospectus  might  not  perhaps  read 
’ 'ery  attractively,  but  to  the  private  association  of  friends  that 
vould  be  of  no  consequence.  The  trouble  imposed  upon  such 
in  association  by  the  system  proposed,  would,  moreover,  be  as 
lothing  compared  with  the  trouble  they  willingly  impose  upon 
1 hemselves  in  the  future  management  of  their  companies ; for 
‘hough  the  law  at  present  imposes  no  restrictions  whatever 
ipon  the  formation  even  of  bubble  companies,  it  does  impose 
^ery  considerable  restrictions  upon  the  manner  in  which  they 
ihall  be  managed  and  their  accounts  kept  after  they  are  legally  (?) 
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^ constituted  and  previous  to  the  explosion.  They  must  have 

a secretary  and  board  meetings,  and  minutes,  and  balance  sheets, 
and  general  meetings,  and  advertisements,  &c.  Ac. 

But  why  take  all  this  trouble  to  protect  our  worthy  but 
simple-minded  country  cousin  after  he  has  become  a share- 
holder, and  none  whatever  to  protect  him  before  that  event  ? 
Why  should  the  law  ignore  him  in  this  one  case,  and  take  such 
paternal  charge  of  him  in  the  other?  When  once  the  poor 
fellow  has  subscribed  to  his  bubble  and  become  a shareholder, 
his  money  is  practically  gone,  and  it  matters  very  little  to 
» him  by  what  particular  process  it  is  extracted  from  him  and 

^ squandered ; but  before  he  has  developed  into  the  shareholder, 

and  while  he  is  yet  in  that  happy  and  primitive  state  of  bliss 
and  independence,  ignored  by  the  law,  when  his  money  is  still 
in  his  pocket  available  for  any  really  sound  enterprise  which 
would  directly  or  indirectly  benefit  the  whole  community,  in 
short  while  he  still  represents  a unit  in  the  national  wealth  and 
strength,  and  as  a useful  member  of  society  and  a tax-payer 
ought  to  be  protected,  the  law  not  only  ignores  him  and  denies 
f him  its  protection,  but  positively  aids,  abets,  and  protects  the 

first  swindler  who  has  a fancy  to  rob  him.  So  great  is  this  evil 
seen  and  felt  to  be  that  the  very  day  after  my  last  letter  was 
written  that  well-meaning  body  the  Committee  of  the  Stock 
^ Exchange  again  passed  a new  set  of  rules  designed  to  protect 
the  public  and  themselves  against  bubbles  and  “rigs  ; ” and  the 
day  on  which  the  letter  was  published  the  Master  of  the  Rolls 
“ observed,  on  the  occasion  of  a petition  for  a winding-up  order 
being  called  on,  that  the  petitions  for  winding  up  new  companies 
’ were  becoming  so  numerous  that  there  was  a great  probability 

of  his  chambers  being  choked  with  winding-up  business.  There 
could  be  no  doubt  that  many  new  companies  were  started  merely 
for  the  purpose  of  being  icound  np.” 

The  new  rules  of  the  Committee  of  the  Stock  Exchange  will 
of  course  fail,  as  all  their  predecessors  have  failed,  to  protect 
the  public  ; for  they  have  no  power  either  to  force  promoters  to 
appear  before  them,  or  to  return  the  money  subscribed  in  the 
event  of  their  refusing  a settlement  and  quotation.  But  the 
persistent  attempts  of  these  well-meaning  gentlemen  to  protect 


I 


( 32  ) 


( 33  ) 


lomebody  shows  how  urgent  the  necessity  for  some  efficient 
)rotection  is,  and  the  authoritative  opinion  and  startling 
jxperience  of  the  Master  of  the  Rolls  requires  no  comment. 
Prevention  is  surely,  in  all  cases,  better  than  cure.  At  present, 
vhen  the  bubble  has  burst,  the  directors  who  were  parties  to  the 
-ssue  of  the  prospectus  can,  in  some  cases,  be  punished,  if  caught ; 
but  directors  are  not  all  “rooks;”  some,  and  not  a few,  are 
‘ pigeons,”  and  have  been  duped  just  as  much  as  any  of  the 
)ther  shareholders ; moreover,  the  rooks  have  manv  convenient 
vays  of  w’riggling  out  of  the  concern  before  the  smash  comes, 
ind  of  leaving  the  pigeons  to  bear  the  responsibility.  In  very 
’ew’  cases  indeed  would  the  law  be  able  to  touch  the  promoters, 
not  members  of  the  board,  even  if  they  were  forthcoming ; and 
iny  notion  of  getting  any  money  out  of  them  wdien  caught  w'ould, 
[ suppose,  never  occur  to  any  one.  But  what  more  easy  than  to 
nsist  on  a verification  of  facU  before  the  very  great  privileges 
ind  advantages  of  limited  liability  are  conceded  to  promoters  ? 

To  take  the  case  of  a company  quoted  in  the  official  list  of 
he  Stock  Exchange,  and  having,  therefore,  complied  with  t\icir 
'ules — the  shares,  wfith  15/.  paid,  are  quoted  at  12/.  discount  ; 
md  why  ? Because  it  turns  out  that  the  scene  of  its  operations 
positively  lies  wfithin  the  Arctic  circle  ! The  operations,  there- 
’ore,  can  only  be  carried  on  during  some  ninety  days  in  the  year, 
.vithin  which  very  limited  period  an  income  sufficient  for  the 
vhole  of  the  365  days  of  the  year  cannot,  of  course,  be  earned. 
Vly  friend,  the  devil’s  advocate,  would  ceidainly  have  brought 
)ut  this  interesting  little  fact,  and  then  I think  my  poor  country 
jousin  wnuld  not  have  vielded  to  the  diminished  seductions  of 
:he  prospectus,  and  in  all  probability  there  would  have  been  no 
official  quotation  of  the  shares  at  80  per  cent,  discount.  In  the 
?ase  of  a line  of  steamers,  or  a private  business  to  be  “ taken 
)ver,”  what  so  easy  as  to  send,  at  the  expense  of  the  promoters, 
i competent  marine  surveyor  to  value  the  ships  as  they  arrive  by 
'otation  in  harbour,  or  a good  lynx-eyed  accountant  to  go 
dirough  the  private  accounts  ? Again,  I say,  what  can  be  more 
llogical  than  to  extend  to  all  concoctors  of  bubbles,  indis- 
criminately and  without  any  restrictions  whatever,  the  advan- 
tages and  protection  of  limited  liability,  thus  directly  and 


materially  aiding  them  to  rob  the  public,  and  at  the  same  time 
carefully  provide  for  the  management  of  the  bubble  after  it  has 
become  the  property  (?)  of  the  public  ? If  the  lawwers  do  not 
see  their  w'ay  to  adopt  my  remedy,  for  want  of  those  precedents 
to  which  they  are  always  so  wedded,  let  them  christen  my  devil’s 
advocates  “ revising  barristers”  or  “ referees,”  and  either  name 
will  suggest  an  analogy,  if  not  a precedent. 

Your  obedient  servant, 

London,  Jannary  18,  1866.  Fesance. 

The  same  conviction  of  the  absolute  and  urgent 
necessity  of  some  such  remedial  measure  prompted  me  to 
write  these  two  letters,  which  has  induced  me  in  the  midst 
of  everyday  business  to  WTite.  the  j^resent  letter,  and  the 
experience  of  another  year  has  only  strengthened  my 
opinions ; and  you  will  observe  that,  as  in  the  letter 
previously  quoted,  the  cases  put  may  be  said  to  be 
prophetical  of  the  events  which  have  subsequently  taken 
place.  At  the  time  of  their  publication  all  three  letters 
were  considered  by  most  people  with  whom  I discussed 
them  as  very  exaggerated  pictures  of  the  state  of  the 
various  kinds  of  companies  alluded  to.  This  was  only 
natural,  because,  as  I said  in  the  second  of  those 
letters,  there  are  very  “few  people  in  the  city  who  see 
more  of  the  inside,  not  only  of  companies,  but  also  of 
projected  schemes,  than  I do.”  For  this  reason  I desire 
to  take  no  credit  to  myself  in  any  way,  but  it  is  because 
the  accident  of  my  position  gives  me  such  opportunities 
of  obtaining  information  from  “ behind  the  scenes  ” that 
I feel  it  to  be  my  duty  to  impart  that  information  to 
those  who  cannot  possibly  acquire  it  in  the  course  of  their 
own  personal  experience,  and  I am  the  more  encouraged 
to  do  this  because  subsequent  events  have  proved  so 
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t onclusively  that  my  views  as  to  what  was  passing  • 
1)eneath  the  surface  were  unfortunately  not  in  the  least 
exaggerated,  hut  represented  on  the  contrary  a sober 
inprejudiced  appreciation  of  the  truth. 

To  take  only  the  same  two  glaring  examples  quoted  in 
• he  Economist  of  29th  December  1866,  “ I,  Barnet  & Co., 
iliimited,”  and  “ Overend,  Gurney  & Co.,  Limited,” — who 
(!an  doubt  that  if  the  prospectuses  issiu3d  by  the  directors 
)f  those  companies  had  had  to  pass  the  scrutiny  of  an 
efficient  registrar  general,  or  his  deputy,  they  would  ' 
3ither  never  have  been  formed  at  all,  or,  if  formed,  would 
lave  been  formed  on  a basis  which  would  have  ensured 
iuccess.  For  in  the  latter  case,  at  all  events,  I believe 
Lat  this  might  have  been  done ; as  probably  another 
nilhon  of  paid-up  capital  would  have  prevented  the 
stoppage  of  “ Overend,  Gurney  & Co.,  Limited.”  In 
leither  case,  however,  w^ould  a great  and  grievous  injury 
lave  been  inflicted  upon  the  innocent  public  through  the 
nstrumentality,  and  under  the  apparent  sanction  of  an 
\ct  of  Parliament.  I wish  again  to  state  very  empha- 
dcally  my  opinion,  based  on  my  practical  experience, 
diat  it  is  quite  impossible  that  so  very  reasonable  an 
.examination  of  a prospectus  by  a Government  official, 

Limited,  you  will  observe  to  the  verification  of  state - 
Gaents  put  forw^ard  as  facts,  can  in  any  case,  or  under  any 
eircumstances  whatever,  be  either  obstructive  or  unduly 
nquisitorial  when  applied  to  an  honest  project.  An 
aonest  project  can  in  matters  of  fact  have  nothing  to  * 
eonceal,  nor,  I am  sure,  would  the  promoters  shrink 
from  any  kind  of  fair  impartial  investigation  and  criti- 
cism. On  the  contrary,  the  honest  projector  of  an 
bonest  scheme  ought  to,  and  I am  sure  w'ould,  be  grate- 
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ful  for  the  assistance  in  checking  his  own  investigations 
wffiich  he  would  receive  from  the  Government  official ; for 
a man  wdiose  fancy  has  been  taken  by  a project  may 
often  in  perfect  good  faith  be  betra}’ed  by  his  own  good 
opinion  of  the  scheme  into  exceeding  the  limits  of  strict 
sober  truth  in  the  statements  wdiich  he  lays  before  the 
public,  in  inviting  their  co-operation  ; and  in  such  a case 
a really  honest  and  honourable  man  would  be  most 
grateful  to  any  one  wdio  pointed  out  to  him  any  such 
slight  inaccuracies.  And  surely  a dishonest  man  has 
no  right  to  be  heard  when  he  complains  that  such  a 
system  would  prevent  him  obtaining  public  subscriptions, 
because  it  would  prevent  him  making  statements  about 
his  scheme  which  w^ere  untrue,  and  because  if  he  w^ere 
strictly  limited  to  the  truth,  his  scheme  w^ould  appear 
singularly  unattractive.  The  difference  between  a man 
obtaining  subscriptions  upon  false  and  lying  statements 
in  a prospectus,  and  a man  obtaining  subscriptions  upon 
false  and  lying  statements  in  a begging  letter,  is  a 
difference  which,  as  a man  of  business,  I confess  myself 
wholly  unable  to  see,  and  one  the  proportions  of  w'hich 
are  so  exceedingly  microscopic,  that  I doubt  not  it  must 
also  fail  to  be  apparent  to  your  observation. 

As  a question  of  abstract  justice,  then,  there  is  no 
objection  to  any  measure  wdiich  will  prevent  or  tend  to 
prevent  an  Act  of  Parliament,  intended  to  foster  legiti- 
mate enterprise,  as  is  the  law  of  limited  liability,  being- 
made  a tool  by  dishonest  men  to  serve  their  owm  ends. 
As  a question  of  policy  I maintain,  and  I venture  to 
hope  that  in  this  opinion  I shall  meet  with  your  support, 
that  there  can  be  no  possible  objection  to  the  establish- 
ment of  any  and  every  practical  check  on  the  formation 
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of  “bubble  compauieSj”  that  can  be  devised,  as  it  is 
iibsolutely  impossible  that  the  prospeiity  of  the  nation 
ran  be  increased  by  the  squandering  of  money  in 
profitless  undertakings.  It  may  be  true,  as  some  writers 
iiffirm,  that  in  the  cases  of  a great  number  of  the 
companies  now  being  wound  up,  not  much  money  has 
iictually  gone  out  of  the  country  and  been  lost  to  the 
jountry ; it  has  merely  been  transferred  from  one  set  of 
people  to  another.  But  the  transfer  of  money  on  false 
pretences  from  its  rightful,  and,  so  to  say,  habitual 
)wners,  to  others  who  are  unaccustomed  to  its  possession, 
ind  who  are  either  fraudulent,  or  deficient  in  judgment, 
)r  both,  is  an  evil  out  of  which  spring  several  sources  of 
direct  and  positive  pecuniary  loss  to  the  country. 

First,  if  time  and  money  are  wasted  in  unremunera- 
ive  undertakings,  they  are  lost  to  the  productive 
industry  of  the  country,  which  thus  at  the  end  of  the 
/ear  must  have  produced  less  profit  by  the  amount 
vhich  would  otherwise  have  been  earned  by  the  legiti- 
nate  employment  of  this  time  and  money. 

Secondly,  the  new  owners,  as  a rule,  squander  it, 
hther  in  extravagant  living,  which  is  another  social 
3vil,  or  in  foolish  enterprises  and  speculations. 

Thirdly,  the  old  owners,  having  lost  that  on  which 
jhej  were  accustomed  to  rely  for  their  support,  become 
in  some  degree  embarrassed,  and  are  forced  to  sell  some 
Df  the  good  securities  which  they  possess.  The  multi- 
plication of  such  cases  increases  daily  the  number  of 
sellers,  and  therefore  depreciates  the  securities  held. 
The  depreciation  again  of  itself  brings  in  another  class 
of  sellers,  who  sell  from  nervousness  and  fear.  And  in 
such  times  it  is  not  only  English  securities,  or  securities 
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only  saleable  in  the  English  market,  which  are  sold,  but 
also  foreign  securities,  saleable  abroad;  and  these  are 
parted  with  below  their  cost  price,  and  thus  an  indirect 
loss  of  money  to  this  country  arises. 

Fourthly,  it  is  manifest  that  all  unsound  schemes, 
whether  fraudulent  or  only  foolish,  for  which  an  English 
company  is  formed,  but  the  scene  of  whose  operations  is 
abroad,  must  entail  a large  direct  loss  of  money  on  the 
country. 

Althoudi,  therefore,  the  manufacture  of  unsound 
schemes  may  for  a time  give  some  little  fictitious 
stimulus  to  the  revenue  of  the  country,  or  at  all  events 
to  the  returns  on  account  of  income  tax,  through  a 
portion  of  the  capital  of  one  man  becoming  the  tempo- 
rary income  of  another  ; yet  the  revenue  of  the  country 
cannot  permanently  benefit  from  any  such  temporary 
disturbing  cause,  which  is  only  calculated  to  mislead 
those  desirous  of  forming  a fair  estimate  of  the  pro- 
gressive increase  of  the  legitimate  revenue  of  the  country. 

Having  thus  endeavoured  to  show  how  two  checks, 
in  my  judgment  both  practical  and  efficient,  may  be 
created,  to  prevent  the  incorporation  of  companies  pro- 
posed to  be  formed  to  undertake  bad  business,  it  remains 
for  me  to  account  for  so  very  much  bad  business  having 
been  done ; and  if  I can  show  the  cause  which  has 
rendered  the  transaction  of  so  much  bad  business  pos- 
sible, then  to  point  out  a legislative  measure  which  may 
prevent,  to  some  extent  at  all  events,  the  action  of  that 
same  cause  in  the  future.  This  brings  me  to  a much 
more  delicate  subject,  and  one  which  my  oAvn  position  in 
the  City  renders  doubly  delicate  for  me  to  touch  upon. 
Nevertheless,  my  review  of  the  crisis  of  1866  would  be 
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incomplete  did  I omit  touching  upon  this  subject,  which  ^ 

is  one  of  very  grave  national  importance.  If  you  refer 
to  the  letter  quoted  above  from  the  Pall  Mall  Gazette, 
at  the  end  of  the  last  paragraph  yon  will  find  I allude  to 
the  “necessary  bribes  to  the  managers  of  the  banks, 
and  other  institutions  where  money  is  borrowed,  and  who 
have  made  things  smooth.” 

Here  is  the  key  to  the  mystery.  So  much  bad 
business  has  been  done,  because  it  lias  been  made  the 
interest  of  those  to  whom  was  confided  the  management 
of  other  people’s  money  to  do  the  bad  businesses. 

In  saying  this  I am  anxious  not  to  be  misunderstood. 

I am  not  making  a hasty,  vague,  and  indefinite  charge, 
which  can  only  be  true  in  a few  exceptional  cases.  It  is 
a fact  within  my  own  personal  knowksdge  and  experience 
as  a City  manager,  that  this  charge  is  true — and  I beg 
your  particular  attention  to  the  words  which  follow, — in  } 

the  vast  majority  of  cases. 

The  giving  of  bribes  to  the  chairman,  deputy-chairman, 
managing  director,  manager,  secretary,  confidential  “legal 
adviser,”  or  whoever  the  important  man  or  men  may  be,  or 
are  supposed  to  be,  in  the  conduct  of  the  business  of  a hank 
or  other  institution  from  which  money  is  to  be  borrowed 
for  a company  already  in  existence,  oi'  which  it  is  desired  ^ 

that  such  an  institution  should  take  by  the  hand  and 
introduce  to  the  public,  is  a regular  established  usage 
and  custom  of  the  City  of  London.  There  are,  no  doubt, 
institutions  where  such  bribes  are  not  taken,  or  where, 
if  the  business  proposed  is  done,  they  are  added  to 
the  profit  to  be  paid  to  the  establishment.  There 
may  possibly  be  some  institutions  where  such  bribes 
are  not  even  offered,  but  the  institutions  which  are  in 
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^ either  of  these  two  categories  form  a most  insignificant 

minority.  This  assertion  may  seem  so  startling  to  many 
people  in  as  well  as  out  of  the  City,  that  perhaps  I ought 
to  give  some  little  account  of  the  way  in  which  such 
transactions  take  place. 

The  financial  agents,  or  faiseurs — as  the  French 
call  such  persons — who  come  to  borrow  money  upon  the 
securities  of  an  existing  company,  or  to  obtain  support 
for  a company  not  yet  formed,  are  of  course  of  many 
< different  sorts  and  of  many  different  shades  of  respec- 

tability and  rascality,  and  they  also  present  the  usual 
differences  of  education,  manner,  address,  and  talent  to 
be  found  in  any  large  class  of  men,  or  perhaps  even 
greater,  for  they  are  drawn  from  all  imaginable  ranks 
of  life.  The  presumptuous,  familiar,  thorough-going 
scoundrel,  who  not  only  knows  that  he  is  a scoundrel, 

' but  scarcely  pretends  to  be  anything  else,  at  once  pro- 

ceeds straight  to  what  he  calls  “business,”  and  without 
wasting  any  time  unnecessarily  on  the  explanation  of  his 
scheme  or  the  verification  of  his  statements,  sets  him- 
self to  explain  in  what  manner  and  to  what  extent, 
according  to  his  calculation,  the  public  may  be  robbed — 
that  is  to  say,  induced  to  take  at  or  above  their  nominal 
^ value  from  the  institution  whose  ofiScer  he  is  addressing, 

the  securities  of  his  company,  whether  that  company  is 
already  formed  or  only  to  be  formed ; and  all  he  cares 
for  is  to  show  that  there  is  a reasonable  probability  of 
^ the  public  being  sufficiently  deceived  and  sufficiently 

robbed  to  enable  the  banking  institution  to  get  off 
without  loss;  and  he  then  states  frankly  the  sum  of 
money  which  he  is  prepared  to  pay  to  the  officer  out  of 
the  money  which  he  receives  from  fhe  institution,  or  the 


( -10  ) 

extent  to  which  he  is  willing  to  allow  that  officer  “ to 
stand  in  with  him,”  as  he  phrases  it,  in  the  robbery  of 
the  public  which  he  proposes  that  the  institution  shall 
assist  him  to  effect. 

The  more  polished  swindler  makes  his  proposals  in 
a totally  different  manner.  He  pretends  to  be  an  honour- 
able man,  and  he  pretends  to  believe  that  everybody 
else  is  honourable.  He  makes  a great  show"  of  frank- 
ness. He  is  anxious  to  tell  the  whole  story  and  conceal 
nothing.  He  anticipates  questions.  He  is  ready  with 
his  answ"ers.  But  he  wishes  to  appear  and  to  be  con- 
sidered an  exceedingly  long-headed,  acute  man  of 
business,  as  w"ell  as  an  honourable  man  and  a gentle- 
man ; therefore  he  sets  himself  to  prove  that  through 
his  cleverness  and  ingenuity  he  has  obtained  advantages 
for  his  undertaking  such  as  are  possessed  by  no  others, 
and  ensure  the  realization  of  enormous  profits  to  those 
who  assist  in  it.  Perhaps  at  the  first,  or  even  at  the 
second,  interview,  he  may  not  hint  in  any  way  at  a bribe ; 
but  when  the  matter  appears  to  take,  by  either  a favour- 
able or  an  unfavourable  turn,  a more  definite  shape,  he 
then,  in  either  case,  adroitly  brings  on  a discussion  of 
the  terms  on  which  he  proposes  the  business,  and  in  a 
pleasant,  friendly,  off-hand  manner,  says  that  he  has, 
from  the  money  which  he  intends  to  make  from  the 
transaction,  ‘‘  of  course  ” reserved  so  much  for  those 
who  assist  him  in  pulling  it  through.  And  such  money 
must,  again,  of  course,  come  from  the  fiduciary  funds, 
committed  in  full  confidence  to  the  management  of  the 
man  wffiom  he  is  addressing. 

I submit,  that  in  the  tw^o  illustrations  just  given,  and 
which  I declare  to  be  sketches  from  life,  there  is  abso- 
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^ lutely  no  difference  whatever  between  the  faiseur  and 

official  who  thus  conspire  together  to  rob  the  employers 
of  the  latter  of  their  money,  and  the  professional  burglar, 
who  conspires  with  the  domestic  servant  to  roh  the 
master  of  the  latter  of  his  plate.  The  official  and  the 
footman  are  equally  servants  of  their  employers.  The 
faiseur  and  the  burglar  equally  bribe  those  servants  to 
assist  them  in  obtaining  possession  of  the  property  of 
their  employers.  While  one  bribes  the  official  to  per- 
♦ suade  his  employers  to  lend  the  faiseur  their  money, 
or  to  assume  that  responsibility  himself,  if  he  has  the 
power  to  do  so,  the  other  bribes  the  footman  to  assist 
him  in  obtaining  possession  of  his  master’s  spoons 
unknown  to  his  master.  But  the  result  is  the  same; 
the  employers  are  robbed,  and  the  plunder  is  shared 
between  the  two  conspirators  and  a third  party.  In  the 
' case  of  the  official  the  third  party  is  some  bankrupt 

contractor,  fictitious  company,  or  other  representative  of 
a fraudulent  scheme.  In  the  case  of  the  footman,  the 
»•  third  party  is  the  receiver  of  stolen  goods.  In  the  one 
case  the  conspiracy  is  conducted  between  persons  of 
more  or  less  outward  respectability,  and  with  more  or 
less  attention  to  the  forms  of  conventional  decency. 

, In  the  other  case  the  conspiracy  is  carried  on  by 

persons  of  an  inferior  grade,  of  a more  generally 
shabby  and  doubtful  appearance,  and  in  rougher,  coarser, 
and  less  polished  language, — but  scarcely  in  plainer 
^ language ; for  while  the  fasieur  and  chairman,  director, 
manager,  secretary,  or  other  official,  talk  generally  of 
the  “ plunder  ” which  they  are  to  get  out  of  their 
operation,  the  “cracksman”  and  the  butler  or  footman 
speak  of  the  “swag”  which  they  are  to  share  as  the 
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proceeds  of  their  operation.  And  perhaps  to  some  ears 
the  former  phrase  may  be  even  plainer  and  less  open 
to  any  possible  doubt  than  the  latter ; yet  the  ‘ ‘ gentle- 
men who  use  the  former  phrase  not  only  conduct  their 
operations  with  absolute  impunity,  but  hold  their  heads 
high,  move  in  the  “best  circles”  and  may  not  un- 
frequently  be  seen  adorning  the  benches  of  the  House 
of  Commons;  while  the  “fellows”  who  use  the  latter 
phrase  are  sent  to  the  Old  Bailey,  there  to  receive  the 
sentence  of  penal  servitude  which  they  richly  deserve, 
but  which  I submit  ought  not  to  be  inflicted  upon  them 
so  long  as  their  imitators  in  the  commercial  world  are 
allowed  to  go  free. 

I tear.  Sir,  we  live  in  an  age  of  bribery  and  corruption. 
These  have  become  at  elections  the  custom  so  all  but 
universally  that  they  are  looked  upon  by  some  as 
necessary  evils,  by  others  as  a joke.  Yet  surely  no 
honest  Englishman  can  have  read  the  remarks  made  by 
foreign  publicists  on  the  election  in(iuiries  which  took 
[dace  in  the  course  of  last  year  without  feeling  a desire 
:o  put  a stop  to  such  practices.  So  prevalent  is  the 
system  of  English  manufacturers  making  fraudulent 
mitations  of  each  other’s  trade  marks,  and  so  universal  is 
die  custom  of  English  manufacturers  affixing  to  their 
^oods  false  statements  as  to  quantity  or  quality  or  both, 
ihat  foreigners  look  upon  many  if  not  most  articles  of 
British  manufacture  with  great  suspicion,  instead  of  with 
■ hat  unbounded  confidence  which  they  formerly  extended 
1 0 them.  So  universal  has  the  practice  become  amono- 
I imall  shopkeepers  in  England  of  using  false  weights  and 
jueasures,  that  in  South  London  duriag  the  last  twelve 
luonths  no  fewer  than  808  tradesmen  were  discovered 
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and  fined.  So  utterly  corrupted  are  English  servants  by 
the  rascality  of  English  tradesmen  that  certainly  nine- 
tenths  of  all  the  “ upper  servants  ” in  the  country  take 
bribes  by  way  of  percentages  to  waste  their  masters’ 
goods,  and  to  accept  for  their  masters  inferior  articles  at 
the  price  of  the  best.  So  universal  is  the  system  of 
jobbing,  in  other  words,  bribery  and  corruption,  among 
such  public  bodies  in  England  as  vestrymen  and  guardians, 
that  in  most  places  no  honest  man  thinks  of  wasting  his 
time  by  endeavouring  to  do  business  with  them.  Surely, 
Sir,  it  cannot  be  to  the  general  interest  of  the  country 
that  such  a state  of  things  should  be  allowed  any  longer 
to  continue  ; and  surely  there  can  be  no  real  or  insur- 
mountable difficulty  in  putting  a stop  to  it. 

As  regards  the  bribery  and  corruption  at  elections. 
Lord  Brougham,  no  mean  authority,  has  repeatedly 
suggested  a remedy,  which  he  confidently  asserts  would 
put  a stop  to  such  practices,  and  without  which,  he  also 
says,  they  never  will  be  put  a stop  to.  The  slave  trade, 
he  says,  was  never  put  a stop  to  until  he  made  it  felony, 
and  so  he  proposes  to  put  a stop  to  the  corruj)tion  through 
bribery  of  the  poorer  classes  by  the  rich  by  making  such 
acts  felony.  Leaving  however  out  of  the  question  all 
political  bribery  and  corruption,  which  is  foreign  to  the 
purpose  which  I have  now  in  view,  I beg  most  urgently 
that  you  will  force  upon  the  attention  of  Parliament,  as 
a lesson  derived  from  the  experiences  of  the  past  year, 
the  absolute  necessity  of  making  all  commercial  bribery 
and  corruption  felony ; and  this  as  well  on  the  part  of 
the  briber  as  of  the  bribed ; for  so  general  has  the  practice 
which  I have  described  become,  that  bribes  have  been 
offered  to  me  by  men  whom  I believe  to  be  honest  accord- 
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iug  to  their  own  views,  and  who  were  proposing  at  all 
events  legitimate, 'and  in  a certain  sense  honest,  business. 
Such  men  of  course  offer  their  ‘ ‘ commission  ” in  a 
different  form  from  the  scoundrels  I have  before  alluded 
to.  They  say  that  they  know  that  the  transaction  cannot 
be  carried  out  without  the  official  with  whom  they  are 
negotiating  having  a good  deal  of  extra  work,  that  it  is  a 
good  deal  in  his  power  to  hasten  or  retard  the  carrying 
through  of  the  business,  that  they  do  not  like  any  man 
to  work  for  them  without  remuneration,  and  that  in  the 
particular  case  time  is  of  importance,  and  therefore  they 
beg  that  he  will  accept  a thousand  pounds  or  a couple  of 
thousand  pounds  as  a fair  remuneration  for  his  extra 
trouble.  But  when  such  a system  has  become  so  general 
that  a respectable  well-meaning  man  is  afraid,  that  unless 
he  does  as  others  do  he  wall  not  get  his  business  carried 
through  ; and  when  such  an  offer  is  made  in  the  plausible 
language  which  I have  indicated,  and  perhaps  by  a man 
who  is  what  is  called  a “ good  fellow,”  and  done  by  him 
in  a certain  quasi  spirit  of  friendship ; it  is  evident  that 
to  the  man  who  receives  the  proposal,  and  who  is  perhaps 
a poor  man,  with  a family  to  support,  the  temptation 
must  be  very  great  if  he  hesitates  for  a moment,  or  allows 
his  imagination  to  suggest  what  he  would  do  with  the  money 
if  he  got  it.  And  it  is  equally  clear,  that  the  man  who 
consents  to  take  the  commission  can  no  longer  guard 
the  interests  of  the  institution  he  represents  in  the  same 
careful,  independent,  and  jealous  manner  as  if  he  were 
to  get  nothing  by  the  carrying  out  of  the  scheme.  It  is 
also  clear  that  the  honest  man  who  refuses  all  such 
overtures  is,  in  many  respects,  at  a great  disadvantage 
as  compared  with  the  man  who  accepts,  for  while  the 
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{ former  remains  poor  and  has  no  financial  strength  and 
power,  as  it  is  termed,  the  other  rapidly  grows  rich  ; 
is  free  from  all  care  for  daily  bread ; acquires  financial 
strength  and  power,  which  he  uses  every  now  and  then 
for  the  apparent  benefit  of  his  company,  and  by  which 
he  earns  also  the  reputation  of  success  and  talent,  and 
consequently  the  increasing  confidence  of  his  share- 
holders— until  the  bubble  bursts.  Surely,  Sir,  the 
honest  man  deserves  protection  against  temptations  so 
^ strong  and  so  insidious,  and  the  shareholders,  that  is, 
the  community  at  large,  are  entitled  to  protection 
against  robbery  so  general  and  so  ruinous.  And  I appeal 
to  you,  Sir,  to  remedy  the  existing  evils,  because,  as 
the  statesman  with  the  greatest  reputation  for  liberality 
and  success  in  commercial  legislation,  you  have  more 
power  than  any  one  else  to  pass  a measure  which  its 
enemies  would  term  reactionary,  and  which  would  rouse 
a fierce  spirit  of  selfish  opposition  among  those  Members 
of  Parliament  who  obtained  the  money  to  buy  their  con- 
^ stituents  by  selling  themselves. 

Turning  now  to  the  violent  panic  which  we  witnessed 
in  May  last,  and  to  the  humiliating  distrust  that  nearly 
all  English  houses  and  companies  entertained  of  each 
other  for  many  months  subsequently,  and  in  wdiich  every 
single  English  house  and  company,  excepting  only  the 
Messrs.  Barings  and  Rothschilds,  w’ere  universally  held 
on  the  Continent,  I am  desirous,  by  a careful  review  of 
^ the  facts  of  the  case,  to  endeavour  to  ascertain,  whether 

or  not  any  of  this  humiliating  distrust  and  the  subse- 
quent calamitous  depreciation  of  all  English  securities, 
is  traceable  in  any  degree  to  the  action  of  the  Bank 
Charter  Act  of  1844. 
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As  a rule,  the  commercial  world  is  upon  this  question 
divided  into  two  hostile  and  very  hostiks  parties.  In  the 
c pinion  of  the  one  the  Act  is  a monument  of  human 
V isdom.  In  the  opinion  of  the  other  it  is  the  most 
riischievous  Act  ever  passed  by  Parliament. 

It  would  be  ver}"  easy  to  write  a large  book  upon  the 
abstract  principles  on  wdiicli  the  Act  is  founded,  or  said 
ly  some  to  be  founded,  and  even  an  analysis  of  all  the 
opinions,  WTitten  or  spoken,  for  and  against  the  Act,  by 
statesmen  and  persons  of  note,  w^ould  probably  fill 
s 3veral  volumes ; but  I desire  to  confine  myself  as  much 
as  possible  to  facts,  and  at  all  events  not  to  waste  words 
i:i  trying  to  show  what  any  or  every  pjirticular  writer  or 
s weaker  may  or  might  have  meant  upon  any  or  all  of  the 
oscasions  on  which  he  has  with  more  or  less  preparation 
I ronounced  an  opinion  upon  the  theory  and  wmrking  of 
t le  Act.  In  proceeding  to  the  consideration  of  such  a 
sibject,  it  is  alw^ays  best  to  plunge  at  once  into  an 
extreme  case,  for  of  course  in  easy  times  and  under 
ordinary  circumstances,  any  system  would  work  com- 
paratively well. 

As  a matter  of  fact,  then,  the  suspension  of  the  Bank 
( barter  in  the  month  of  May  last,  although  it  put  an 
ead  to  the  worst  symptoms  of  the  panic  at  home,  W’as 
leyond  all  question  the  very  event  which,  of  all  others, 
produced  the  greatest  distrust  of  everything  English 
abroad.  It  is  perfectly  true  that  this  arose  from  the 
unperfect  comprehension  of  the  measure  by  foreigners. 
1 he  suspension  of  the  Bank  Charter  as  it  occurred  in 
1866,  1857,  and  1847  was,  as  foreigners  imagined, 
t intamount  to  a suspension  of  specie  payments ; but  as 
Englishmen  understood,  it  was  a permission  accorded  to 
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^ the  Bank  to  increase  the  number  of  her  promises  to  pay 
specie  on  demand.  If,  therefore,  the  basis  upon  which 
the  Bank  issues  her  promises  to  pay  specie  on  demand  is 
a sound  basis,  and  if  the  notes  of  the  Bank  of  England 
are  what  they  profess  to  he,  convertible  on  demand,  the 
suspension  of  the  Bank  Charter  simply  increased  the 
sound  and  legitimate  circulating  medium ; that  is,  the 
currency  of  the  country.  But,  admitting  this  hypothesis 
to  he  true  to  the  fullest  extent,  as  those  persons  who 
^ refuse  to  see  any  theoretical  im]3erfection  whatever  in 
the  Act  of  1844,  must  for  the  sake  of  consistency  admit, 
the  question  at  once  arises, — Is  it  wise  to  maintain  an 
Act,  which,  however  perfect  in  theory,  yet,  when  put 
into  practice,  produces  so  very  false  an  impression  in  the 
mind  of  foreigners  ? It  is  perfectly  true,  that  if  the 
suspension  of  the  Bank  Charter  endangers  the  con- 
vertibility of  the  Bank  of  England  note,  the  notes  of 
the  Bank  of  France  may  at  any  time,  and  as  a rule, 
always  are,  in  the  same  danger.  But  foreigners  under- 
^ stand  so  little  of  the  Act  of  1844,  and  in  the  nature  of 
things  always  will  understand  so  little  about  it,  that  it  is 
in  vain  to  expect  that  they  will  ever  understand  the 
infinitely  greater  safety  of  the  system  of  the  Bank  of 
England  than  that  of  the  Bank  of  France. 

The  very  word  “ suspension  ” inspires  them  with 
terror,  and  every  time  the  Act  1844  is  “ suspended  ” 
foreigners  will  invariably  think  and  say  that  it  is  a 
^ virtual  suspension  of  cash  payments,  and  will  act  upon 
that  belief.  Their  misapprehension  has  been  more 
marked,  and  has  produced  more  serious  results,  on  the 
occasion  of  this  last  suspension,  than  on  either  of  the 
previous  occasions,  owing  to  the  far  greater  amount  of 
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breign  money  on  deposit  in  tins  country  in  1866,  than 

n 1857  or  1847.  But  as  the  amount,  of  foreign  money 

sent  to  this  country  for  employment  is  yearly  increasing, 

die  results  of  the  misconception  of  foreigners  as  to  its 

real  meaning,  will  be  progressively  more  disastrous  on 

Bach  subsequent  occasion  of  the  suspension  of  the  Bank 

!I!harter.  If  then  any  alteration  can  be  effected  in  the 

^ct,  which  on  the  occasion  of  the  next  commercial  crisis 

lan  obviate  the  necessity  of  its  suspension,  it  is,  I submit,  ^ 

irgently  required. 

But  the  general  sauve  (jui  imit  in  which  foreigners, 
ifter  the  suspension  of  the  Bank  Act,  strained  every 
lerve  to  get  out  of  all  their  English  bills  and  securities, 
suggests  another  question.  Is  it  true  that  the  foreigners 
ire  so  entirely  mistaken  in  the  consti’uction  which  they  ' 

jut  upon  the  suspension  of  the  Bank  Act  ? Many  of 
ihem,  we  know,  represent  houses  of  very  old  standing,  ' ' 

IS  well  as  great  wealth.  Others  ha,ve  made  colossal  i 

brtunes  within  comparatively  a few  years.  They  have  I 

lad  much  to  do  with  the  making  of  raihvays,  the  con-  ‘ ' 

.racting  of  foreign  loans,  and  the  organization  of  banks 
iind  other  monetary  institutions.  We  have  already  seen 
' hat  their  system  of  procuring  the  funds  for  making  their 
•ailways  is  vastly  superior  to  our  own ; and  so  far,  at  , 

. east,  no  such  disasters  have  befallen  their  banks  or  other 
monetary  institutions  as  have  in  the  past  year  brought 
1)0  much  ruin  upon  many  thousands  of  persons  in  this 
country.  There  is  therefore  not  only  no  primd  facie 
evidence  that  they  are  worse  financiers  than  we  are,  but 
• Iiere  is,  on  the  contrary,  very  great  practical  proof  that  they 
understand  many  financial  questions  a great  deal  better 
,han  we  do.  And  even  allowing  the  system  of  the  Bank 
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< of  France  (wdiicli  I take  as  being  that  best  known  in  this 

country)  to  be  an  unsound  one,  and  to  contain  great 
elements  of  danger,  both  theoretical  and  practical,  to  the 
convertibility  of  the  note,  the  question  still  remains 
whether  or  not  there  is  any  foundation  for  the  interpre- 
tation which  foreigners  have  put  upon  the  suspension  of 
the  Bank  Act.  To  answer  this  question  w'e  must  con- 
trast the  defence  of  the  x\ct  (whose  very  existence  neces- 
sitates its  occasional  suspension)  by  its  owm  most  vehe- 

^ ment  supporters,  with  the  construction  put  upon  that 
suspension  by  foreigners. 

To  do  this  w^e  fortunately  need  not  go  far,  as  Mr. 
Thompson  Hankey,  M.P.,  and  ex-Goveraor  of  the  Bank 
of  England,  has  just  published  a most  useful  and 
exhaustive  little  handbook  upon  the  practical  wmrking 
and  management  of  the  Bank  of  England,  in  all  its 
branches  and  in  all  its  details.  And  to  this  practical 
handbook  he  has  prefixed  a short  theoretical  Essay  upon 
the  Bank,  in  connection  with  the  currency  of  the  country, 
and  he  there,  in  defending  the  Act,  imagines  a state  of 
affairs  in  wdiich  the  distrust  of  the  Bank  wvas  not  only 
entertained  by  foreigners  but  also  by  Englishmen.  He 
supposes  a case  in  which  there  was  a run  upon  the  Bank, 
and  this,  not  after  a suspension  of  the  Bank  Act,  but  wdiile 
the  Act  wms  in  operation,  and  wdiile  the  issue  of  the  notes 
was  strictlv  limited  to  the  fifteen  millions  issued  against 
securities,  and  the  uncertain  amount  issued  against  gold. 

Clearly,  this  is  a much  more  favourable  case  for  the 
Bank  than  if  the  Act  had  been  suspended,  for  then  there 
would  or  might  be  many  more  notes  to  meet.  But  it  is 
almost  certain  that  a run  upon  the  bullion  in  the  Bank 
never  could  take  place,  except  after  the  suspension  of  the 
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Bank  Act,  ami  except  in  a time  of  some  dire  national 
calamity. 

Mr.  Hankey’s  case  may  be  conceded  to  be  impossible 
or  nearly  so  ; but  as  it  has  been  put  forward  by  an  ex- 
gOYernor  of  the  Bank  of  England  in  an  elaborate  defence 
of  the  Bank  Act,  it  is  desirable  to  adopt  it  wdiile 
considering  whether  or  not  the  construction  put  by 
foreigners  upon  the  suspension  of  the  Bank  Act  in  May 
last  is  right  or  wrong,  for  the  very  reason  that  the  case 
is  more  favour  able  to  the  Bank  than  that  anticipated  by 
foreigners. 

Mr.  Hankey  says, — “ Supposing  that  all  the  notes 
outstanding  beyond  fifteen  millions  were  presented  for 
payment,  the  gold  in  the  Bank  reserved  for  that  purpose, 
would  have  effected  this  operation ; * but  before  the 
amount  was  reduced  to  fifteen  millions,  indeed  long 
before,  the  Bank  would  commence  to  realize  its  fifteen 
millions  of  securities.  4,000,000/.  consists  of  securities 
perfectly  saleable  at  all  times.  The  remainder,  viz., 
eleven  millions  has  been  lent  to  the  Government.  If 
there  was  any  need  of  that  money  the  Chancellor  of  the 
Exchequer  would  not  have  the  smallest  difficulty  in 
turning  the  bank  debt  into  three  per  cent,  stock,  which 
would  be  put  into  the  names  of  the  Governor  and  Com- 
pany of  the  Bank  of  England,  who  would  sell  it  as 
required ; receiving  for  all  such  sales  their  oivn  notes, 
which,  not  being  required  to  be  reissued  for  the  purpose  of 
circulation,  would  be  completely  cancelled,”  (the  italics  are 
Mr.  Hankey’s).  “And  so  when  all  the  securities  were 
realized  and  all  the  outstanding  notes  paid  off,  this  part 


* This  is  ungrammatical,  but  Mr.  Hankey’s  meaning  cannot  be  mistaken. 
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t of  the  functions  of  the  Bank  of  England  would  ])e 
terminated,  and  thus,  be  it  observed,  all  its  Bank  note 
liabilities  would  have  been  discharged  without  any 
disturbance  of  its  other  business  and  without  haviuo- 
touched  one  shilling  of  the  capital.” 

This  being  written  by  an  ex-governor  of  the  Bank 
of  England,  the  practical  part  of  whose  book  is  of  the 
utmost  value,  may  be  taken  as  a semi-official  explana- 
. tion  of  the  modus  operandi  by  which  the  Bank  is  prepared 

^ to  meet  a run  upon  the  bullion.  But  surely,  whether 
considered  theoretically  or  practically,  a more  utterly 
fallacious  and  impossible  scheme  was  never  propounded. 
Mr.  Hankey  says  that  the  Chancellor  of  the  Exchequer 
would  not  have  the  smallest  difficulty  in  turning  the 
Bank  debt  into  three  per  cent,  stock;  and  he  then 
proposes  that  this,  in  the  height  of  a crisis  and  a panic 
such  as  we  have  never  seen,  should  be  sold  for  the 
purpose  of  cancelling  the  outstanding  notes  issued 
against  the  debt.  But  this  scheme  assumes  that  in 
the  height  of  a crisis  and  panic,  such  perhaps  as  could 
arise  only  from  some  great  national  calamity,  a three 
per  cent.  Government  stock  would  find  ready  purchasers 
in  the  market  at  par, — a supposition  which  is  grotesquelv 
« illogical ; for  the  forced  sale  of  such  a quantity  of  new 

stock  at  such  a moment,  when  the  circulating  medium 
was  being  reduced  pro  tanto  by  such  sale,  would  force 
down  the  price  of  Consols  to  a fabulous  discount,  and 
the  result  would  be  to  leave  out  several  millions  of  notes, 
which  Mr.  Hankey  would  be  quite  unable  to  provide  for, 
and  therefore  the  Bank  would  speedily  have  to  close  her 
doors. 

At  first  sight  Mr.  Hankey’s  scheme  seems  even  more 
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suicidal  for  the  Bank  than  it  really  is,  for  the  parting 
with  their  Government  stock  for  their  own  notes,  which 
they  then  proceed  to  cancel,  would,  as  Mr.  Hankey  has 
stated  the  case,  appear  to  leave  him  and  his  friends 
without  any  capital  at  all ; but  this  of  course  would  not 
be  so,  inasmuch  as  the  notes  could  only  have  passed 
into  the  hands  of  the  public  through  the  depositing  by 
them,  with  the  Bank,  of  commercial  bills  for  discount, 
and  other  securities  for  advances,  and  the  Bank  would 
of  course  theoretically  recover  its  capital  by  the  gradual 
maturing  of  these  various  discounts  and  loans.  But 
this  brings  us  to  the  process  in  the  whole  scheme  which 
is  perhaps  the  most  impossible,  and  which  at  all  events 
would  cause  havoc  and  destruction  to  an  incalculable 
extent  in  the  commercial  world  ; for  the  fifteen  millions 
of  notes  which  the  Bank  would,  according  to  Mr.  Hankey, 
have  withdrawn  from  circulation  for  ever  and  cancelled, 
would  have  to  be  replaced  by  the  coinage  of  fifteen 
millions  of  new  sovereigns,  in  order  to  enable  the 
unfortunate  borrowers  from  the  Bank  and  the  acceptors 
of  the  bills  discounted  with  the  Bank  to  meet  their 
liabilities.  And  in  such  times  of  frenzied  panic  and 
national  disasters,  when  miserly  instincts  and  timidity 
would  be  largely  developed,  and  when  the  available 
bullion  and  specie  in  the  country  would  be  largely 
diminished  by  the  hoardings  of  bankers,  merchants, 
shop-keepers  and  others,  how  can  even  Mr.  Hankey 
suppose  that  these  fifteen  millions  of  new  sovereigns 
could  be  obtained — and  obtained,  be  it  observed,  in  the 
three  months  during  which  the  bills  discounted,  and 
the  loans  made  with  the  notes  formerly  in  existence  but 
now  cancelled  for  ever,  were  maturing  ? 
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If,  then,  we  are  to  take  Mr.  Hankey’s  semi-official 
exposition  of  the  convertibility  of  the  Bank  of  England 
note  as  the  true  one,  or  rather  as  the  best  one,  and 
as  that  adopted  by  the  supporters  of  the  Bank  Act,  it 
must,  I fear,  be  confessed  that,  even  in  the  case  put  by 
Mr.  Hankey,  where  there  has  been  no  excess  of  issue 
above  the  normal  fifteen  millions  of  notes  unrepresented 
by  bullion,  and,  therefore,  still  more  in  the  case  taken 
by  foreigners,  where  the  limitation  of  issue  has  been 
removed  by  the  suspension  of  the  Bank  Act,  the  notes  of 
the  Bank  of  England  are  not  theoretically  convertible. 
Were  the  foreigners  so  far  wrong  then  in  saying  that  the 
suspension  of  the  Bank  Act  was  tantamount  to  a sus- 
pension of  specie  payments  ? If,  on  the  other  hand,  the 
notes  of  the  Bank  of  England  are  practicalhj  convertible, 
although  not  thcoreticalhj , it  can  only  be  on  the  assump- 
tion that  more  than  fifteen  millions  will  always  be 
absorbed  by  the  circulation  of  the  country,  and  will 
never  be  presented  for  payment  at  all.  This  opens  out 
a much  wider  question,  which,  however,  may  perhaps  be 
condensed  for  the  present  purpose  into, — What  is  the 
use  of  a bank  note  ? 

The  use  of  a bank  note,  may,  I think,  be  stated  to 
be  two-fold.  First,  to  increase,  assist,  or  supplement 
the  existing  specie  circulating  in  the  country.  Secondly, 
to  save  the  wear  and  tear  of  specie.  It  is  obvious  that, 
hoAvever  complicated  may  be  the  financial  machinery  of 
this  or  other  countries  at  the  present  day,  it  all  rests 
upon  the  broad  foundation  of  barter.  The  currency  of 
a country,  whether  of  gold,  silver,  copper,  shells,  or  paper, 
is  only  a series  of  arbitrary  symbols  of  material  \vealth 
and  property  of  some  kind  or  another.  It  ma^’  seem 
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absurd  to  go  back  to  first  principles  ol’  this  sort,  but  it  is, 
nevertheless,  necessary  to  do  so  when  considering  the 
action  of  any  particular  currency  law.  For,  as  all 
currency  is  arbitrary,  it  is  not  safe,  or  rather  it  is  very 
dangerous,  to  limit  the  consideration  of  the  law  to  its 
eftect  upon  the  currency  itself;  the  currency  being  a 
means  and  not  an  end.  Credit,  although  often  wrongly 
assumed  to  be  the  highest  development  of  the  system  by 
which  the  use  of  money, — that  is  conventional  coins, — 
has  gradually  taken  the  place  of  bart(3r,  is  in  reality  the 
development  of  the  principle  of  barter.  The  deposits  at 
call  or  on  short  notices  in  the  banks  of  the  United  King- 
dom amount  to  350  millions,  while  the  total  amount  of 
sovereigns  in  the  country  is  only  estimated  at  120  millions. 
It  is,  therefore,  manifest  that  the  credit  which  induces  a 
customer  to  lodge  money  on  deposit  Avith  a bank,  and 
induces  one  man  to  take  the  cheque  of  another  in  lieu 
of  cash,  as  payment  of  a debt,  does  not  proceed  at  all 
upon  the  assumption  that  the  amount  of  money  indicated 
by  all  the  cheques  drawn  can  ever  be  forthcoming ; but 
on  the  contrary,  the  words  “pounds,”  “shillings,”  and 
“ pence  ” are  only  used  as  theoretical  expressions,  repre- 
senting— not  coins,  for  these  the  givers  of  the  credit 
know  do  not  exist ; — but  as  representing  the  exchangeable 
value  of  the  property  or  goods,  that  is  “ securities,” 
possessed  by  the  person  to  whom  the  credit  is  given. 
As  the  gold,  silver,  copper,  or  other  coin  is  only  a con- 
ventional token  of  value,  it  is  not  really  the  intrinsically 
valueless  token  which  is  the  standard  of  value.  The  use  of 
the  nomenclature  of  these  tokens  to  indicate  the  value  of 
any  property  is  apt  to  mislead,  and  to  induce  people  to 
believe  that  there  exists  something  which  is  of  fixed. 
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unchanging,  unalterable  “ standard  ” value,  and  that  that 
something  is  the  coin  or  coins  whose  nomenclature  is 
used  in  purchases  and  sales.  Yet  the  very  reverse  of 
this  is  the  case,  as  the  precious  metals  are  continually 
fluctuating,  both  in  nominal  price  and  in  exchangeable 
value.  There  is,  in  point  of  fact,  no  “ standard  ” of 
value ; the  only  approach  to  such  a standard  being  the 
wants  for  the  time  being,  real,  artificial,  or  imaginary,  of 
mankind.  From  this  point  of  view  then,  it  is  of  very 
little  consequence  whether  the  currency  of  the  country 
consists  of  paper  or  coin ; and  theoretically,  no  doubt, 
this  is  so.  There  can  be  no  theoretical  reason  why  a 
token  of  value  or  certificate  of  property  should  not  be  as 
well  printed  upon  paper  as  impressed  upon  metal.  But 
practically,  there  is  a strong  reason  why  the  system  of 
inconvertible  paper  currency  cannot  succeed,  and  that 
is,  because  certain  metals  have  conA^entional  values 
attached  to  them  in  all  countries,  and  pass  currently — 
that  is,  form  the  currency  in  all  civilized  countries  ; and 
it  would  require  an  amount  of  confidence  and  trust  which 
it  is  difficult  to  imagine  can  ever  exist  on  this  earth  to 
enable  an  Englishman  to  pay  a foreigner  the  debt  that 
he  owes  him  in  an  inconvertible  paper  currency  of  Eng- 
land, and  vice  versa. 

It  is  obvious,  therefore,  that  no  currency  law  can 
even  approach  perfection  which  does  not  keep  in  view 
the  question  of  international  credit,  and  looks  merely  to 
the  convenience  of  domestic  trade.  And  in  dealing  with 
the  question  of  international  credit  and  balance  of  trade 
it  is  obvious  that  no  system  is  sound  which  does  not 
proAude  for  extreme  cases.  Now  Avhen  the  Act  of  1844 
Avas  framed,  the  notion  that  other  countries  could  CA’er 
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dyal  this  country  in  financial  resources,^ — that  they  could 
ever  he  large  lenders  of  money  on  this  market, — that  the 
bullion  in  the  Bank  of  France  could  he  more  than  twice 
that  in  the  Bank  of  England, — and  that  English  houses’ 
and  English  paper  could  within  a quarter  of  a century 
be  in  such  discredit  abroad  as  they  suJfered  from  in  May 
last,  never  probably  entered  the  head  of  any  sober- 
minded  man.  It  is  very  easy  to  be  wise  after  the  event, 
and  I wish  to  disclaim  any  desire  to  he  considered  wiser 
than  other  people  ; hut  I wish,  nevertheless,  to  point  out 
the  fact,  that  a state  of  things  has  arisen  wdiich  was 
never  contemplated  by  the  framers  of  the  Act  of  1844, 
and  for  which  that  Act,  accordingly,  is  not  adapted. 
And  the  fact  that  so  great  a change  has  already  taken 
place  should  make  us  the  more  disposed  to  prepare  for 
other  contingencies,  no  matter  how  apparently  impossible. 
The  crisis  and  panic  of  186G  came  upon  us  so  suddenly 
at  last,  that  there  had  been  no  premonitory  drain  of 
gold ; and  the  subsequent  drain  was  met  in  a great 
measure  by  the  far-seeing  courage  of  Mr.  McCulloch, 
the  American  Secretary  of  the  Treasury.  He  at  once 
liberated  a large  quantity  of  gold,  which  he  was  holding 
in  reserve  at  Washington,  the  effect  of  which  was  not 
only  to  help  us  to  meet  the  Continental  drain  of  gold, 
but  also  gradually  to  restore  confidence  in  England 
among  the  Continental  bankers,  who  were  amazed  at 
the  promptness  of  the  American  remittances,  and  also 
to  aveid  a crisis  and  panic  in  New  York,  the  recoil  of 
which  upon  the  English  market  could  not  have  failed  to 
produce  most  disastrous  effects.  AVe  wutnessed,  how^- 
ever,  the  stoppage  of  many  banks  whose  position  could 
not  have  been  utterly  unsound,  as  several  of  them  have 
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( since  been  able  to  reopen  their  doors,  and  there  was  a 

run  upon  many  others  who  were  not  reduced  to  the 
extremity  of  suspending  payment.  The  country  bank- 
note circulation  was  much  diminished ; and  the  amount 
of  circulating  medium,  both  Bank  of  England  notes  and 
specie,  withdrawn  from  circulation  just  at  the  critical 
moment  when  it  was  most  required  was  very  large, 
through  the  sudden  development  of  a desire  to  keep 
cash  reserves,  not  only  among  bankers  and  small  dealers, 
^ but  also  among  traders  of  considerable  standing,  and 
among  private  individuals  of  all  classes.  A case  occurred 
within  my  own  knowledge,  where  a trader,  in  consider- 
able business,  and  a member  of  the  Common  Council  of 
the  City  of  London,  boasted  that  he  had  no  faith  in  any 
bank  wdiatever,  not  even  in  the  Bank  of  England, — that 
he  w'as  his  own  banker  now,  and  meant  to  be.  The 
ignorance  of  the  man  was  displayed  the  next  minute  ; 
for,  in  reply  to  a question,  he  said  he  kept  his  gold  and 
silver  locked  up  in  a strong  box,  inside  a strong  safe, 
inside  a strong  room  ; and  his  notes  he  kept  in  his  pocket, 
pulling  out,  at  the  same  time,  a roll  of  notes  of  the  Bank 
of  England,  in  wdiich  institution  he  had  the  minute 
before  innocently  proclaimed  his  want  of  all  faith.  It 
was  no  uncommon  thing  either  for  cheques  to  be  refused, 
owing  to  the  w^ant  of  confidence  in  banks,  and  notes  of 
the  Bank  of  England  had  often  to  be  provided  for  large 
payments.  Just  at  the  moment  that  the  most  money 
w^as  wanted,  and  to  a certain  extent  reasonably  and 
legitimately  wanted,  no  inconsiderable  portion  of  the 
circulating  medium  was  thus  withdrawn  from  circulation  ; 
crippling  the  resources  of  commerce. 

On  this  last  occasion,  notwdthstanding  the  universal 
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listress  and  unparalleled  prolongation  of  the  pressure,  there  * 

.vas  no  want  of  confidence  at  home  in  the  convertibility  of 
die  Bank  of  England  note  ; hut  when  we  see  that  the 
ispect  of  monetary  affairs  is  so  changed  since  the  Act  of 
1844  was  framed,  and  when  we  see  a state  of  affairs  on 
die  Continent  which  can  only  be  described  as  a run  upon 
England,  we  ought  to  pause  and  consider  whether,  under 
iiore  unfavourable  circumstances,  with  an  expensive  war 
ipon  our  hands,  and  heavy  losses  being  inflicted  upon 
lur  shipping  and  commerce,  we  might  not  have  another  ’ 
*risis  in  which  the  run  upon  England  abroad  would  be 
bllowed  by  a run  upon  the  Bank  of  England  at  home. 

[f  the  panic  of  May  last  had  taken  place  at  such  a 
noment,  and  if  after  a suspension  of  the  Bank  Act 
iny  considerable  over-issue  of  notes  had  taken  place, 
mch  a state  of  things  must,  in  my  judgment,  have  cul- 
iiinated,  sooner  or  later,  in  a run  upon  the  Bank, 
indeed,  without  other  complications,  if  Mr.  McCulloch 
lad  not  possessed  the  moral  courage  to  brave  the  cry  of 
‘job  ” raised  against  him,  and  to  liberate  his  gold,  it  is 
|uite  possible  that  the  crisis  of  1866  would  not  have 
lassed  over  without  a run  upon  the  Bank  of  England. 

When  people  are  under  the  influence  of  an  unreasoning 
aanic,  it  takes  a very  little  to  deprive  them  of  the  last 
•emaining  stronghold  of  their  confidence  ; and  if  they 
lad  seen  the  bullion  in  the  Bank  of  England  reduced  by 
hree  or  four  millions  sterling,  simultaneously  with  an 
)ver-issue  of  notes  of  five  or  six  millions  sterling,  it  is 
.[uite  possible  that,  first  the  bullion  dealers,  then  some 
of  the  foreign  houses,  then  some  of  the  bankers,  and, 
lastly,  the  public,  would  have  taken  fright  and  run  to 
(‘xchange  their  notes,  as  long  as  they  considered  there 
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V was  a chance  of  getting  gold  for  them.  What,  then, 

would  have  been  the  position  of  the  Bank  ? Could  the 
Bank  have  re-discounted  any  considerable  amount,  or 
amount,  of  “other  securities”?  W^ould  not  the 
attempt  to  do  so  have  but  increased  the  panic  ? Could 
Mr.  Hankey  have  sold  his  new  three  per  cent,  stock  ? 
How,  in  short,  could  the  Act  of  1844  have  interfered  to 
prevent  a suspension  of  specie  payments  ? 

It  will  be  said  I am  imagining  a case  in  which  that 
^ very  Act  was  suspended ; but  it  has  now  been  proved 

beyond  all  question  or  doubt  that  the  Act  must,  and 
always  will  be,  suspended  in  a crisis.  It  contains  many 
wise  provisions,  and  it  can  scarcely  be  doubted  that  its 
action,  in  keeping  trade  and  credit  within  reasonable 
bounds,  that  is,  in  preventing  over-trading,  is  a healthy 
action.  But,  nevertheless,  it  is  not  sufficient  to  avert 
a crisis.  And  when  the  crisis  comes,  if  the  Act  were 
not  suspended,  not  only  would  half  the  bankers  and 
tradesmen  of  the  country  stop  payment,  but  the  Bank 
of  England  itself  would  infallibly  have  to  close  its  doors 
when  the  panic  intensified.  In  reply  to  this,  I am  told 
that  such  extreme  cases  are,  for  all  practical  purposes, 
impossible,  and  that  the  Act  does  a great  deal  of  good ; 
but  that  of  course  no  Act  can  be  perfect,  and  no  Act  can 
provide  for  all  contingencies.  It  is,  however,  just  such 
reasoning  which  makes  me  anxious  to  obtain  a hearino- 
for  the  extreme  case  which  I have  put ; for  I think  I 
have  shown  that  the  Bank  of  England  might  be  forced 
to  stop  payment  nmkr  the  Act  of  1844,  even  sooner  than 
under  its  suspension.  For  the  Act  not  only  prevents  an 
expansion  of  the  currency  in  such  times,  but  with  an 
automatic,  unintelligent,  merciless,  crushing  force,  con- 
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t ‘acts  the  cniTency,  regardless  of  the  requirements  ol  the  j 

cDuntry,  heedless  of  the  sufferings  of  the  country,  and 
r3ckless  of  the  consequences  to  the  country.  If,  there- 
f )re  the  Act  were  not  suspended,  the  panic  would  rapidly 
iitensify  to  a pitch  of  frenzy  we  have  not  witnessed  yet, 

£nd  nothing  could  save  the  Bank.  The  Directors  of  the 
Jlank  of  England  themselves,  as  well  as  all  other  ardent 
supporters  of  the  Act  of  1844,  are  very  impatient  and 
intolerant  of  any  criticism  of  the  Act ; and  so  far  as 
] know,  no  such  formal,  lengthy,  and  official  defence 
( f the  system  has  ever  been  put  forth  as  that  by  Mr. 
h'hompson  Hankey.  But  this  is  utterly  illogical  and 
fallacious.  Therefore,  if  the  supportei’s  of  the  Act  have 
j ,ny  better  arguments  to  urge  in  its  defence,  they  ought 
1o  put  them  forward.  I am  inclined,  however,  to  think 
lhat  they  have  no  such  arguments,  and  that  this  is  the 
] eason  why  they  are  so  very  impatient  of  attack. 

We  have  seen  that  the  Act  was  framed  when  Europe 
vas  in  a very  different  condition,  and  that  the  monetary 
: -elations  of  the  different  countries  hav(i  undergone  a vast 
change  since  1844;  and  if  we  now  consider  the  state  of 
iff  airs  before  1844  which  led  to  the  framing  of  the  Act, 
ve  find  that  the  main  object  which  the  framers  had  in 
dew  was  to  put  the  issue  of  the  Bank  of  England  upon 
i sounder  and  more  logical,  or  at  all  events  definite  and 
ntelligihle,  footing.  That  was  the  main  object  of  the 
separation  of  the  issue  and  hanking  d(qmrtments,  and  no 
doubt  that  object  has  been  to  a great  extent  attained  of 
die  separation.  But  no  one  pretends  that  the  framers  by 
die  Act  ever  contemplated  the  necessity  for  its  periodical 
suspension.  And  this  proves,  that  both  the  effects  of 
this  particular  Act  and  the  requirements  of  the  commerce 
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\ of  the  country  had  not  been  exhaustively  worked  out  to 

their  full  and  legitimate  consequences.  This,  I think,  is 
the  explanation  both  of  the  periodical  necessity  for  the 
suspension  of  the  Act  and  of  the  impatient  iiritability 
displayed  by  its  defenders  under  criticism.  The  system 
before  the  Act  was  passed  was  beyond  all  question 
radically  unsound  and  illogical.  The  Act  of  1844  has 
diminished  the  danger,  and  the  Bank  Directors  and  other 
supporters  of  the  Act,  as  prudent,  cautious  men,  see  in 
^ the  Act  so  great  a guarantee  against  the  recurrence  of 

former  dangers,  that  they  become  nervously  apprehensive 
when  an  attack  upon  the  Act  is  made  . and  perhaps  justly 
so  ; for,  as  a rule,  not  only  ai’e  the  arguments  of  their 
opponents  more  superficial  and  unsound  than  their  own, 
but  a total  repeal  of  the  Act  is  advocated,  and  a relapse 
into  the  system  which  rendered  possible  the  crises  of 
' 1825,  1837,  and  1839.  Surely,  however,  the  time  has 

arrived  for  an  impartial  review,  not  merely  of  the  Bank 
Act  of  1844,  as  the  charter  or  statutes  of  a banking 
^ company,  but  ol  the  condition  of  the  trade  and  commerce 

of  the  country,  of  the  customs  and  usages  which  have 
given  rise  to,  and  also  have  arisen  from,  the  enormous 
and  altogether  unprecedented  development  of  credit,  that 
t is,  mobilization  of  property,— which  now  exists,  and  the 

requirements  of  such  a very  artificial  and  complicated 

state  of  society. 

I agree  then  with  the  Bank  Directors,  that  almost  any- 
^ thing  is  better  than  the  system  of  the  Bank  of  England 

before  the  year  1844.  I also  admit  that  the  Act  of  1844 
has  made  the  position  of  the  Bank  a good  deal  more  safe  , 
but  I say  that  it  has  not  made  it  perfectly  safe ; that  the 
Directors  only  deceive  themselves  when  they  imagine  that 

I 
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t le  Bank  is  perfectly  safe ; that  in  some  respects  the  Act 
V orks  prejudicially  to  the  real  interests  of  the  country ; 
and  I therefore  invite  them  calmly  and  dispassionately 
t ) discuss,  not  only  the  charter  of  their  own  Bank,  but 
also  the  currency  law  of  the  country. 

I have  already  pointed  out  that  though  there  is  of 
ourse  no  theoretical  reason  why  the  curi’ency  of  the 
c )untry  should  be  metallic,  yet  that  practically  a metallic 
c irrency  is  the  only  one  which  can  ever  be  available  for 
settling  international  balances  of  trade.  Nevertheless 
ve  have  fifteen  millions  of  a paper  currency  which  is 
practically  inconvertible,  and  the  first  thing  that  we  do 
in  a crisis  is  to  increase,  or  at  all  events  to  authorize  the 
increase  of  that  issue  of  nominally  convertible  but  practi- 
cally inconvertible  promises  to  pay. 

Surely  this  is  a very  illogical  and  unsound  state  of 
a fairs.  In  the  undeveloped  state  of  credit  which  existed 
in  this  country  half  a century  ago,  and  which  exists  now 
in  every  other  country  of  Europe,  the  moderate  issue  of 
inconvertible  paper  would  perhaps  be  more  justifiable; 
f(  r where  the  system  of  cheques  has  not  been  introduced, 
o:*  obtains  only  to  a limited  extent,  the  convenience  of 
a paper  currency  supported  with  all  the  credit  of  the 
G overnment  is  so  great  that  there  is  perhaps  less  danger 
o:’  its  losing  public  confidence.  But  in  this  country, 
where  the  system  of  cheques  has  been  so  universally 
adopted,  and  wdiere  expedients  of  all  kinds  have  been 
dijvised  to  mobilize  property  and  goods,  not  only  is  an 
ir  convertible  paper  currency  not  so  much  required,  but 
it  becomes  a much  greater  danger.  To  take  only  the 
published  figures  of  Sir  John  Lubbock, — out  of  each 
nrillion  of  nominal  “ money  w’hich  passes  through  the 
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London  Bankers’  Clearing  House,  only  27,710/.  consists 
of  legal  currency,  and  of  this  small  percentage  only  the 
paltry  sum  of  6,210/.  consists  of  coin,  the  balance,  or 
21,500/.,  being  Bank  of  England  notes.  That  is  to  say, 
of  the  cheques  and  other  promises  to  pay  which  pass 
through  the  Clearing  House,  two  per  cent,  are  represented 
by  the  promises  to  pay  of  the  Bank  of  England ; and 
of  all  the  vast  sums  of  “money”  for  which  credit  is 
thus  daily  given  and  taken,  only  the  fabulously  small  frac- 
tional percentage  of  sixth -tenths  has  any  real  existence  ; 
and  upon  this  slender  foundation  of  twelve  shillings  for 
every  hundred  pounds  is  this  huge  fabric  of  credit 


built  up. 

It  is  clear,  therefore,  that  the  use  of  an  inconvertible 
paper  currency  in  this  country  cannot  be  defended  as 
a necessity  to  assist  in  the  mobilising  of  property  and 
goods.  No  one  can  pretend  that  it  is  necessary  that 
this  twm  per  cent,  of  Bank  of  England  promises  to  pay 
should  be  fictitious  and  delusive.  No  one  can  pretend 
that  when  the  hour  of  trial  came,  we  ourselves,  as  well 
as  foreigners,  would  not  be  much  less  suspicious  and 
more  generally  comfortable  if  w^e  knew'  that  those  notes 
really  and  truly  represented  that  metal  which  alone 
satisfies  the  foreign  creditor.  A run  on  the  Bank  of 
England  would  then  be  simply  impossible,  and  the 
worst  kind  of  panic  be  averted.  And  surely  this  is  w'orth 
trying  for  ; surely  where  credit  has  been  pushed  to  such 
a truly  marvellous  extent,  and  has  so  far  taken  the  place 
of  real  money,  it  w'ould  only  be  reasonable  and  prudent 
that  the  small  amount  of  cash  which  is  necessary  to 
balance  our  transactions,  amounting,  according  to  Sir 
John  Lubbock’s  figures,  quoted  above,  to  only  2|  per 
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cent.,  should  be  what  it  pretends  to  he,  ho?m  fide  cash. 
r>ut  instead  of  this  we  lind  that  of  this  small  residue  of 
^ I per  cent,  professing  to  be  actual  cash,  more  than 
three-fourths  consists  of  an  inconvertible  paper  currency. 

Very  few  people,  even  in  the  City,  have  any  true 
notion  of  the  enormous  extent  of  the  transactions  con- 
c ucted  by  the  banks  of  this  country.  I may,  therefore, 
state  a fact  which  will  illustrate  this  better  than  any 
£ mount  of  argument.  In  the  course  of  twelve  months 
tlie  sums  of  nominal  “money”  passing  through  the 
looks  of  one  single  bank  in  the  City  exceeded  the 
( normous  and  almost  inconceivable  total  of  thirteen 
hundred  millions  sterling.  Of  course  the  vast  majority 
( f these  transactions  related  solely  to  internal  trade ; 
but,  nevertheless,  a great  number  of  houses  doing 
business  directly  with  foreign  countries  are  customers  of 
Ihe  bank  alluded  to,  and,  of  course,  some  percentage, 
no  matter  how  small,  of  this  enormous  total,  represented 
]>ayments  made  by  the  bank  to  the  order  of  these 
customers  on  account  of  international  balances  of  trade. 
As  long  as  the  country  is  prosperous,  as  long  as  the 
veed  balance  of  trade  is  in  our  favour,  as  long  as  we 
(iiijoy  the  confidence  of  other  countries,  and  as  long  as 
ihe  Bank  of  England  enjoys  our  confidence,  there  is 
)ractically  no  danger  in  the  theoretical  inconvertibility  of 
iiomething  like  two-thirds  of  the  notes  issued  by  the 
Bank;  but  when  our  transactions  are  so  multifarious 
iind  so  gigantic,  who  can  foretell  when  the  danger  may 
oome  ? Who  can  say  when  the  balance  of  trade  may 
1 urn  against  us  ? Who  can  say  when  the  severe  check 
vhich  our  prosperity  has  just  received,  may  not  be 
■epeated  ? Or  when  a check  may  not  come  so  severe 
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< that  we  shall  never  recover  from  it  ? However,  without 

looking  too  far  ahead,  and  without  giving  way  to  too 
gloomy  forebodings,  it  is  quite  clear  that  with  such 
enormous  transactions  we  may  often  have  such  a 
balance  of  trade  against  us  with  some  countries,  espe- 
cially half-civilized  countries,  as  we  may  temporarily  find 
quite  impossible  to  meet  in  the  ordinary  way  by  remitting 
bills  upon  other  countries ; and  we  have  just  witnessed 
a state  of  things  in  which,  owing  to  distrust,  all  bills 
^ were  refused  as  remittances,  and  gold  was  remitted  to 
and  from  the  same  country  at  the  same  moment. 
Therefore,  in  keeping  so  large  a portion  of  our  reserve 
cash  as  fifteen  millions  in  inconvertible  paper  instead 
of  in  specie,  it  certainly  seems  to  me  that  w’e  are 
allowing  a fire  to  smoulder  in  the  foundations  of  our 
house,  which  a puff  of  wind  from  an  unexpected  quarter 
or  through  an  unobserved  crack,  might  at  any  moment 
fan  into  a most  disastrous  confiagration. 

The  defenders  of  the  Bank  Act  of  1844  will  now^ 
^ see  that,  in  asking  them  to  reconsider  that  Act,  I have 
110  desire  to  infiate  credit  by  flooding  the  country  with  an 
unlimited  paper  issue,  obtaining  thus  for  a brief  space 
the  luxury  of  cheap  and  plentiful  money,  to  be  paid  for 
before  long  by  a season  of  great  pressure  and  dire 
distress.  I want  them  to  see,  on  the  contrary,  that 
their  charter  gives  them  too  great  latitude,  and  is  a 
source  of  constant  danger  to  themselves;  and  I desire 
to  show  the  legislature  that,  after  all,  the  paltry  savings 
and  profits  which  the  State  makes  out  of  its  connection 
with  the  Bank  of  England  is  dearly  purchased  by  a state 
of  things  in  itself  so  dangerous  and  unsound,  and  which 
produces  so  many  misconceptions  and  so  much  distrust 
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ill  the  minds  of  foreigners.  The  Bank  of  England  only 
makes  a profit  out  of  their  privilege  to  issue  fifteen 
millions  of  notes  against  Government  security  of  90,000/. 
a year.  The  country  makes  a profit  of  190,000/.  In 
addition  to  this  the  national  debt  is  no  doubt  managed 
by  the  Bank  on  cheaper  terms  than  would  otherwise  be 
the  case,  in  consideration  of  this  privilege.  But  the 
saving  here  cannot  be  large,  and  there  can  be  no  real 
reason  why  the  country  should  not  pay  for  the  work  done 
whatever  that  work  may  be  worth.  They  must  do  so 
sooner  or  later,  in  one  form  or  another,  and  they  pay 
far  more  dearly  for  such  work  by  a crisis  such  as  that  of 
1866  than  if  they  paid  another  farthing  in  the  pound  of 
ncome  tax.  If  we  go  back  to  the  origin  of  this 
permission  to  issue  bank  notes  against  Government 
securities,  we  find  that  it  arose  in  times  when  the 
principles  of  political  economy  were  very  imperfectly  ^ 

inderstood,  and  when  credit,  in  the  modem  sense  of 
:he  word,  was  almost  unknown.  The  nation  was  not 
oarticularly  rich  or  prosperous.  It  was  emerging  from 
breign  wars,  in  which  no  one  had  any  great  interest  and 
vhich  were  not  very  popular ; and  the  suggestion  of 
^Yilliam  Patterson,  and  the  subsequent  renewed  olffers  of 
die  successive  governors  of  the  Bank,  were  hailed  by  the 
sovereign  and  ministers  of  the  day  as  welcome  expe- 
lients,  much  as  are  nowadays  offers  of  a loan  to  a 
leedy  foreign  potentate  by  an  English,  French,  or 
ji-erman  capitalist.  But  at  the  same  time,  when  the 
science  of  political  economy  has  made  such  advances, 
vhen  the  system  of  credit  has  been  so  developed,  and 
vhen  we  have  such  a stupendous  national  debt,  the 
existence  of  this  little  petty  debt  to  the  Bank,  and  the 


( C,7  ) 


4 permission  to  that  institution  to  issue  against  it  an 

inconvertible  paper  currency,  are  quite  anomalous. 

Let,  therefore,  all  the  Government  securities  held  by 
the  Bank  be  replaced  by  bullion,  and  in  no  contingency 
that  can  possibly  arise  can  there  ever  be  a question  of 
the  convertibility  of  the  Bank  note.  It  may  not  be 
possible,  and  it  would  not  be  desirable,  to  effect  such  a 
change  suddenly,  but  it  might  be  done  gradually  in 
several  different  ways.  The  most  legitimate  would  be  by 
' a provision  in  the  budget  of  several  successive  years  for 
the  repayment  of  several  millions  to  the  Bank  out  of 
the  proceeds  of  taxation.  But  it  might  be  done  also  by 
giving  authority  to  the  Chancellor  of  the  Exchequer  to 
make  an  issue  of  Consols  for  any  amount  which  he  might 
think  expedient  in  times  such  as  the  present,  when  there 
has  been  a great  influx  of  bullion  into  the  Bank ; for  if 
he  thus  acquire  from  the  public  in  subscription  to  the 
loan  the  notes  of  the  Bank,  the  Bank  could  then 
transfer  a corresponding  amount  of  bullion  from  the 
issue  to  the  banking  department,  and  so  in  the  course 
of  time  the  item  in  their  accounts  of  “ Government 
securities  ” would  be  replaced  by  the  word  “ bullion.” 
But  it  will  be  objected,  that  this  is  nothing  but  a 
reactionary  measure,  and  a relapse  into  the  belief,  which 
I had  before  been  combating,^  that  gold  really  does 
possess  some  inherent  and  intrinsic  value ; and  I shall 
be  asked.  In  what  way  can  such  an  arrangement  possibly 
give  increased  ease  to  trade  and  commerce,  in  a time  of 
crisis  and  panic  ? 

To  the  first  objection  I reply,  that  where  the  trade 
and  commerce  of  the  country  is  so  gigantic  and  com- 
plicated as  that  of  Great  Britain,  the  reserve  of  bullion 
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ought  to  he  much  greater  than  the  normal  amount  that 
we  see  in  the  Bank  of  England ; fo]’,  as  I have  already 
pointed  out,  it  must  every  now  and  then  he  quite 
impossible  that  the  merchants  of  this  country  can  so 
regulate  their  balances  of  trade  with  other  countries 
that  they  wdll  have  no  final  balances  to  settle  in  specie. 
International  trade  is  eminently  a system  of  barter ; 
but  it  is  not  a system  under  which  each  individual 
merchant  barters  so  much  goods  of  one  kind  against 
so  much  of  another.  One  man  exports  and  another 
man  imports.  As  a rule  they  have  little  or  nothing 
to  do  with  each  other.  It  must  often  happen,  therefore, 
even  in  the  healthiest  and  soundest  state  of  trade,  that 
for  a short  time  there  are  balances  against  this  country 
which  cannot  be  settled  by  bills,  and  which  can  only  be 
settled  in  specie.  We  must  therefore  temporarily  pro- 
vide that  specie  out  of  our  own  resources ; and  no  one 
who  has  lived  in  the  City  during  the  late  crisis  and 
revolution  in  the  cotton  trade,  consequent  on  the 
American  war,  or  has  w^atched  during  the  last  few 
years  the  never-ending,  rapid,  and  violent  fluctuations 
in  the  rate  of  discount,  that  is,  in  Ihe  price  of  specie, 
can  doubt  that  our  reserves  are  much  too  small. 
Whether  the  system  that  has  grown  up,  under  which  the 
Bank  of  England  practically  keeps  the  reserve  of  the  whole 
country,  is  a good  one  or  not,  is  another  question.  It 
is  difficult  to  see  how  that  can  now  be  altered ; but  it  is 
the  more  necessary  that  the  capital  of  that  Bank  should 
not  be  locked  up  in  an  advance  to  the  Government,  and 
that  the  “ reserve  ” of  that  Bank  should  not  be  a reserve 
of  inconvertible  paper. 

Passing  now  to  the  question  of  how  to  provide  for  a 
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i temporary  pressure  upon  commerce  during  a crisis,  I 

would  suggest  that  as,  according  to  my  proposition,  the 
amount  of  bank  notes,  other  than  those  issued  against 
bullion,  would  be  reduced  from  fifteen  millions  to  nil, 
there  could  then  be  very  little  danger  in  a measure 
analogous  to  a suspension  of  the  Bank  Act.  But  inas- 
much as,  if  a circulating  medium  issued  under  such  an 
authority  were  in  the  form  of  bank  notes,  that  is,  promises 
on  the  part  of  the  Bank  of  England  to  pay  specie  on 
" demand,  that  specie  might  be  demanded  and  rapidly 

exported  in  such  quantities  as  to  bring  about  a run  on 
the  Bank,  I would  suggest  that  some  other  mode  of 
mobilising  sound  property  during  a state  of  distress  and 
pressure  be  adopted.  The  plan  that  occurs  to  me  is, 
that  the  Government  of  the  day  should  authorize  the 
Directors  of  the  Bank  of  England  to  issue  on  their 
behalf,  as  loans,  receipts  or  certificates  of  property 
deposited  with  them,  and  that  those  receipts  or  certifi- 
cates should  be  receivable  by  the  Government  in  pay- 
ment for  taxes.  They  w^ould  thus  command  all  the 
confidence  of  the  bank  note ; they  would  be  as  readily 
available  to  increase  the  cash  in  the  country;  and  as  they 
would  not  endanger  the  position  of  the  Bank,  their  issue 
could  in  no  way  inspire  foreigners  with  alarm.  It  may 
be  objected  that  such  certificates  would  imply  a responsi- 
bility on  the  part  of  the  Government,  and  would  throw"  a 
risk  upon  the  Government.  To  this,  tw"o  answ^ers  may, 
I think,  be  given.  First,  there  need  be  no  risk,  for 
people  would  readily  enough  deposit  Consols  at  such  a price 
as  to  preclude  the  possibility  of  loss  to  the  lender,  and 
the  Government  might  lend  only  upon  Consols.  Secondly, 
by  the  treasury  letter  of  11th  May,  1866,  suspending 
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the  Act  of  1844,  a much  greater  banking  responsibility 
and  risk  was  taken  by  the  Government ; for  by  that  letter 
the  Government  not  only  authorized  a further  issue  of 
notes  payable  in  specie  on  demand,  and  fixed  the  rate 
of  interest  at  which  those  notes  were  to  be  lent,  but 
authorized  their  being  lent  in  the  discount  of  commercial 
paper ; and  further  stipulated  that  the  profit  from  such 
over-issue  should  accrue  to  the  Government  and  not  to 
the  Bank  ; so  that  had  any  over-issue  taken  place  it  would 
in  reality  have  been  for  and  on  account  of  the  Government, 
and  not  of  the  Bank.  Consequently  if  the  over-issue 
had  taken  place,  and  been  followed  by  a run  upon  the 
Bank  so  severe  as  to  force  them  to  suspend  payment  (as 
we  have  seen  that  a continued  run  under  such  circum- 
stances would),  the  Bank  might  with  considerable  show 
of  reason  have  said  that  it  was  these  forced  acceptances — 
as  the  surplus  notes  might  be  called — which  had  reduced 
them  to  the  extremity  of  closing  their  doors. 

It  cannot,  therefore,  be  said  that  the  arrangements 
proposed  would  in  any  way  throw  an  undue  risk  or 
responsibility  upon  the  Government. 

The  modus  operandi  of  the  withdrawal  of  these 
deposit  receipts  or  certificates  would  be  very  simple. 
They  would  be  lent  to  the  depositors  for  periods  not 
exceeding  ninety  days,  and  at  the  expiration  of  the  various 
loans  the  borrowers  would  have  of  course  to  repay  their 
loans,  together  with  interest  accrued,  either  in  the 
receipts  themselves,  in  bank  notes,  or  in  specie ; and  if, 
after  all  such  advances  had  been  repaid,  only  a certain 
proportion  of  these  receipts  and  certificates  had  been 
sent  in,  the  Government  w^ould  only  require  to  issue  a 
notice  in  the  Gazette  that  all  such  receipts  or  certificates 
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i must  be  presented  for  payment  on  or  before  a certain  day. 

They  would  be  paid  off  by  the  notes  and  specie  in  hand, 
that  is,  paid  in  by  the  borrowers,  and  the  balance  of 
currency  remaining  after  their  redemption  would  repre- 
sent the  profit  to  the  Government  on  the  transaction. 

One  other  point  is,  I think,  worthy  of  consideration. 

Is  it  "wise  to  impose  upon  the  Bank  the  obligation  to 
purchase  at  a fixed  rate  all  the  gold  that  it  may  suit 
bullion  dealers  to  offer  ? 

' The  defenders  of  the  Bank  Act  always  justify  the 

never-ceasing  fluctuations  in  the  rate  of  discount,  on  the 
plea  that  gold  is  an  article  of  commerce,  and  that  when 
they  raise  the  rate  of  discount  they  ‘ ‘ simply  follow  the 
market,”  and  charge  more  for  the  commodity  in  which 
they  deal,  because  the  demand  is  greater ; and  that  there 
is  no  reason  why  the  ordinary  laws  of  supply  and  demand 
should  be  departed  from  any  more  in  the  case  of  gold 
than  in  that  of  any  other  commodity.  In  this  I most 
perfectly  agree  with  them.  There  can  be  no  reason  why 
any  exception  should  be  made  in  the  case  of  gold  more 
than  in  that  of  any  other  metal,  notably  silver  or  copper, 
both  of  which  represent  money  as  well  as  gold.  It  is  noto- 
rious that  the  price  of  all  metals,  under  these  laws  (the 
precious  metals  are  no  exceptions) , is  continually  fluctua- 
ting. But  I say,  let  these  sound  principles  of  political 
economy  be  carried  out  to  their  full  logical  sequence,  and 
do  not  force  the  Directors  of  the  Bank  of  England  to  buy 
^ any  quantity  of  gold  that  bullion  dealers  may  find  it 
profitable  to  offer  them  at  a fictitious  price,  confessedly 
above  its  real  market  value,  and  this,  too,  just  at  the 
moment  that  money  is  most  plentiful  and  the  Directors 
have  the  most  difficulty  in  finding  omployinent  for  their 
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own  funds.  There  is  only  one  logical  result  which  can 
be  looked  for  from  such  a policy,  and  that  is,  the  result 
which  we  find  it  has  never  yet  failed  to  produce. 

If  the  Directors  of  the  Bank  of  England  are  forced  to 
give  the  holders  of  bullion  unnecessary  facilities  to 
compete  with  them  in  the  discount  market,  they  must  in 
self-defence  lower  the  Bank  rate,  until  at  last  it  reaches 
a point  so  low  that  bankers,  bill  brokers,  and  others  are 
tempted  to  advance  money  upon  bills  and  other  secu- 
rities of  an  “ exceptional  ” character  in  order  to  get  a 
better  interest  for  their  money.  Once  embarked  in,  as 
the  history  of  Overend,  Gurney  & Co.  proves  only  too 
strongly,  this  “ exceptional  ” business  exercises  a kind  of 
fascination  over  those  who  undertake  it,  and  the  profits 
which  are  often  netted  and  realized  are  so  large  that  the 


maximum  profits  to  be  made  out  of  a legitimate  discount 
or  banking  business  appear  pitifully  small  and  hardly 
worth  the  trouble  they  give.  They  may  be  all  very  well 
as  supplying  the  “bread  and  butter”  of  the  business, 
but  they  will  not  bear  comparison  with  the  almost  fabulous 
profits  occasionally  made  by  transactions  which  are 
termed  “exceptional.”  It  is  no  doubt  stupid  enough, 
plodding  on  day  after  day  and  year  after  year,  discount- 
ing first-class  bills  for  an  almost  nominal  profit,  and  the 
transactions  known  as  “ exceptional  ” require  a very 
varied  knowledge  and  skilful  management.  They  there- 
fore are  of  an  engrossing  interest  to  those  who  conduct 
them.  But  to  men  whose  proper  sphere  is  “English 
banking  ” and  “ bill  broking  ” they  are  demoralizing  and 
sooner  or  later  fatal ; therefore  a very  low  rate  of  discount, 
which  tempts  and  almost  drives  bankers  and  bill  brokers 
into  “ exceptional  ” transactions,  should  be  avoided  as  far 
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as  possible.  And  certainly  one  cause  of  unwholesomely 
cheap  money  is  to  be  found  in  the  obligation  thrown 
upon  the  Bank  to  buy  a fluctuating  article  of  commerce 
at  a fixed  price.  It  may  be  that  the  effect  of  this  cause 
has  been  much  exaggerated,  but  there  can  be  no  question 
that  the  effect  which  it  produces  is  pernicious,  and 
whether  much  or  little  that  effect  can  only  be  pernicious. 

Some  of  the  defenders  of  the  statu  quo  deny  that 
constant  fluctuations  in  the  rate  of  discount  can  preju- 
r dice  any  class  of  the  community ; but  such  a statement 
is  so  illogical  and  so  totally  devoid  of  any  foundation  in 
either  fact  or  theory,  that  I will  not  waste  time  by 
controverting  it.  I append,  however,  an  extract  from 
the  report  of  the  Association  of  Chambers  of  Commerce 
of  the  United  Kingdom,  under  date  February,  1866, 
together  with  a table  showing  how  enormously  the 
' annual  number  of  fluctuations  in  the  Bank  rate  has 

increased  since  the  passing  of  the  Act  of  1844 ; and  a 
glance  at  the  corresponding  table  of  changes  in  the  rate 
charged  by  the  Bank  of  France,  will  show  at  what  a 
disadvantage  British  industry  has  been  laid,  compared 
to  that  of  France. 

And  now.  Sir,  I would  ask  your  serious  attention  to 
the  constitution  by  which  the  Bank  of  England  is 
administered.  Many  of  the  Directors  of  the  Bank  of 
England  are  men  of  the  widest  experience  and  the 
highest  integrity.  But  it  cannot  be  pretended  that  this 
is  the  case  with  all ; and  there  exists  absolutely  no 
guarantee  against  the  standard  of  intelligence,  expe- 
rience, and  integrity  becoming  some  day  very  seriously 
lowered.  Even  now  some  of  the  Directors  are  notoriously 
men  who,  on  the  one  hand,  are  without  any  real  practical 


knowledge  or  experience,  and  who,  on  the  other,  have  i 

never  studied  theoretically  those  great  questions  which 
they  are  called  upon  to  decide.  And  as  regards  some  of 
the  other  Directors  of  the  Bank  of  England,  it  is  no 
very  uncommon  thing  to  hear  remarks  made  something 
to  the  following  effect : — “ What ! is  he  in  the  Bank  of 
England  ? How  on  earth  did  he  ever  manage  to  get 
into  it  ? ” Now,  as  I said  before,  whether  the  existence 
of  the  Bank  of  England  is  a good  or  an  evil,  is  a sepa- 
rate question,  but,  taking  it  as  we  find  it,  in  the  exercise 
of  so  wide  and  all-powerful  an  influence  in  this  country 
as  a national  institution,  is  it  wise  that  the  Government, 
that  is,  the  nation,  whose  institution  it  is,  should  not  be 
represented  in  any  way  whatever  in  its  administration  ? 
However  high  the  standing  and  wide  the  experience, 
and  however  great  the  wealth  of  many  of  the  Directors, 
they  are  nevertheless  men  engaged  in  commerce.  They 
are  called  upon  to  give  their  votes  on  questions  which 
are  often  of  vital  importance  to  them  as  individuals; 
and  they  are  of  course  liable  to  the  cliances  and  changes, 
accidents  and  disasters,  which  must  ever  be  incident 
to  a commercial  life.  It  is  no  great  stretch  of  the 
imagination,  therefore,  to  suppose  a case  where  the 
interests  of  the  majority  of  the  Bank  Directors  clash 
with  those  of  the  nation.  Is  it  wise  then  that  the 
nation  should  have  no  representative  in  the  Bank  par- 
lour to  watch  the  course  of  events  fi-om  a national  point 
of  view  ? We  hear  a great  deal  about  the  Bank  being  a 
“private  institution,”  and  one  which  the  directors  are 
bound  to  manage  simply  “ on  ordinary  banking  prin- 
ciples,” which  is  only  a roundabout  way  of  saying  “ in 
the  interests  of  their  constituents,  the  shareholders.” 
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This  may  be  at  once  set  aside  as  an  untenable  position. 
A comparison  of  the  balance  sheets  of  the  Bank  of 
England  and  of  the  London  and  Westminster,  a com- 
parison of  the  dividends  paid  by  the  two  institutions, 
and  a comparison  of  the  different  modes  in  which  their 
respective  businesses  are  conducted,  will  at  once  show 
that  the  directors  of  the  Bank  of  England,  as  a matter 
of  fact,  do  not  manage  their  business  as  if  it  were  a 
private  business.  And  surely,  in  times  of  danger,  a 
Government  official  of  high  standing  and  wide  experi- 
ence of  the  world,  but  in  no  way  connected  with  trade 
and  commerce, — one  wLo  would  always  therefore  take  a 
calm  view  of  the  shadow^s  cast  by  coming  events,  undis- 
turbed by  personal  risk  and  the  hurry  and  excitement  of 
business, — surely  such  a man  could  often  form  a much 
truer  opinion,  wiiether  favourable  or  unfavourable,  of  the 
financial  state  of  the  country,  than  any  man  whose 
attention  is  divided,  perhaps  engrossed,  by  his  individual 
business.  I believe  that  if  a few  such  men  were 
appointed  by  Government  the  Directors  of  the  Bank  of 
England  themselves  would  ere  long  be  most  grateful  for 
their  advice. 

It  would  be  immaterial  what  they  were  called,  and,  to 
a certain  extent,  what  powers  were  delegated  to  them. 
Their  presence  there  would  be  an  assistance  to  the 
Directors  of  the  Bank  of  England,  a guarantee  to  the 
Government,  and  the  source  of  a feeling  of  increased 
^ safety  and  confidence  to  the  general  public.  For  such 
officers  there  is  no  w^ant  of  precedent,  in  other  countries 
at  least ; and,  although  Englishmen  might  be  afraid  to 
follow  the  example  of  some  nations,  there  is  one  nation 
in  the  constitution  of  whose  national  bank  such  officers 
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are  to  be  found,  which,  as  an  eminently  steady,  practical, 
and  commercial  nation,  Englishmen  need  not  be  afraid 
of  following,  namely  Holland.  The  “ Netherlands  Bank  ” 
is  presided  over  by  a “ President  ” appointed  by  the 
King  and  “ administered  ” by  five  “ directors  ” appointed 
by  the  King  and  fifteen  “ commissaries  ” chosen  by  the 
shareholders,  but  nominated  by  the  directors.  This 
bank  is  a truly  national  institution  of  the  greatest 
utility ; and  it  not  only  enjoys  the  highest  credit,  but  it 
also  pays  large  profits  to  its  shareholders.  There  need, 
therefore,  be  no  hesitation  on  the  part  of  the  share- 
holders of  the  Bank  of  England  in  assenting  to  such  a 
proposal,  and  no  obstructive  clinging  to  the  traditions  of 
the  past  ought  to  be  allowed  to  stand  in  the  way  of  an 
innovation  so  w^ell  calculated  to  disarm  many  of  the 
loudest  and  noisiest  assailants  of  the  Bank. 

I have  the  honour  to  remain. 

Sir, 

Your  obedient  Servant, 

A City  Manager. 

/A)ndon,  Fehmayy,  1867. 


A P PEND IX. 

' « 


Extract  from  the  llcy)ort  of  the  Special  Committee,  presented  to 
the  Ammal  Meetinq  of  the  Association  of  the  Chambers  of 
Commerce,  held  at  the  Westminster  Palace  Hotel,  in 
February,  1866. 

i 

t 

Every  change  in  the  rate  of  discount  affects  more  or  less  the 
price  of  every  commodity  which  has  a money  value.  The 
tendency  of  a high  rate  of  discount  is  to  reduce  prices,  and  of  a 
low  rate  to  advance  them.  With  sixteen  changes  in  the  value 
of  money  in  one  year,  it  is  impossible  for  the  most  prudent  of 
merchants  and  manufacturers  to  conduct  his  operations  without 
considerable  risk  of  loss.  When  the  rate  of  interest  rises  to 
8 per  cent.,  the  loss  of  3 per  cent,  on  paper  discounted  is  but  a 
small  portion  of  his  actual  loss.  It  is  the  fall  of  price  on  the 
whole  of  his  stock  which  oppresses  him,  and,  if  a weak  man, 
will  crush  him.  What  was  the  effect  upon  commercial  houses 
of  the  rise  to  8 per  cent,  in  August,  1864,  and  to  9 per  cent,  in 
September  of  that  year,  when  a panic  supervened  ? A list  of 
the  principal  failures,  as  published  in  the  Economist,  shows  that 
whereas  the  average  of  the  year  until  August  had  been  only  two 
or  three  per  month,  the  number  in  August  rose  to  seven,  in 
September  to  twenty-three,  in  October  to  sixty-three,  and  for 
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November  uiid  December  to  twenty-seven  ; ultogetber  120  for 
the  five  months,  or  nearly  100  in  excess  of  the  average. 

On  former  occasions  the  specific  remedy  invariably  adapted  by 
the  Bank  of  a high  rate  of  discount  has  succeeded  in  restoring  the 
flow  of  bullion  to  its  cofters.  But  on  the  present  occasion  the 
remedy  has  apparently  lost  its  virtue,  and  has  utterly  failed. 

hilst  the  Bank  of  England  has  in  vain  sought  to  ameliorate 
its  position  by  a rate  of  10  per  cent.,  the  Bank  of  France  has 
had  no  difficulty  in  continually  increasing  its  stock  of  bullion 
whilst  charging  only  4 per  cent.  So  the  English  merchant  or 
manufacturer  has  to  pay  for  the  use  of  cash  at  rate  150  per 
cent,  higher  than  that  paid  by  his  French  rival.  It  is  super- 
fluous to  add  that  the  French  manufacturers  are  enjoying  a state 
of  unprecedented  prosperity,  whilst  in  this  country  trade  lan- 
guishes, and  there  is  a gloom  and  uncertainty  in  every  depart- 
ment. This  high  rate  not  only  affects  the  profits  of  the  British 
manufacturers,  but  it  enhances  the  cost  of  production,  and  dis- 
ables him  from  meeting  his  foreign  competitor  in  neutral 
markets  : nay,  even  in  the  home  market,  where,  of  textile  fabric 
made  from  English  grown  wool,  the  Fi-enchman  can  afford  a 
higher  price  for  the  raw  material  than  his  English  opponent. 
British  skill  and  industry  cannot  long  prosper  under  this  serious 
disadvantage.  Wages  of  labour  are  much  higher  in  this  country 
than  in  France ; and  if  to  this  element  of  extra  cost  be  added 
that  of  dearer  money,  then  will  the  very  basis  of  our  manufac- 
turing prosperity  be  undermined,  and  France  will  take  our  place 
in  the  markets  of  the  world. 
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Table  showing  Comparison  between  the  Fluctuations  in  the  Rate  of 
Discount  of  the  Bank  of  England  and  Bank  of  France,  from 
January,  1844,  to  February,  1867. 


Bank  of  England, 

Bank  of  France. 

1 

Date. 

1 

Rate  of 
Discount. 

II 

'j  Date. 

, 

1 

Rate  of 
1 Discount. 

f 

1844,  Sept.  7 

4p  per  cent. 

1844,  Jan.  4 

4 per  cent. 

M M 14 

1 24  „ 

1 

1845,  Oct.  25 

' 34 

1845 

1846,  Aug.  29 

3 

; 1846 

1847,  Jan.  16 

i 34  ,, 

1847,  Jan.  15 

9 9 J J 

)>  ))  23 

i ^ 

,,  Dec.  24 

4 

,,  April  10 

5 

i 

1 ■ 7 

,,  Aug.  5 

54  „ 

,,  Oct.  25 

8 

i 

,,  Nov.  20 

7 

1 

,,  Dec.  4 

6 

I 

„ „ 25 

5 

1 

i 

1848,  Jan.  22 

4 

1848 

,,  June  10 

9 9 9 9 

,,  Oct.  28 

^ / / 
3 

) 

1 

1849,  Nov.  24 

24  „ 

1849 

1850,  Dec.  21 

3 

1850 

9 9 9 9 

1851,  Dec.  27 

2i 

1851 

9 9 9 9 

1852,  June  26 

2 M : 

1852,  March  5 

9 9 9 9 

3 

( 

1 

„ Oct.  7 

/ 7 

4 

1853,  Jan.  8 

2i  ,,  ! 

1853,  Jan.  20 

9 9 

5 

!)  ))  22 

3 

9 9 

,,  June  4 

24 

1 

,,  Sept.  3 

^ /X 

4 

jj  ))  17 

44 

,,  Oct.  1 

5 

1854,  May  6 

54  „ 

1854 

,,  July  29 

5 „ . 1 

9 9 9 9 

1855,  April  7 

44  „ 1' 

1855 

,,  May  5 

4 n i 

99  99 

,,  June  16 

34 

,,  Sept.  8 

4 

„ „ 15 

4|  „ 

„ „ 29 

5 

j 

,,  Oct.  6 

54  „ 
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Table  of  the  Rate  of  Discount  between  the  Banks  of  England  and 

France — continued. 


Bank  of  England. 

Bank  of  France. 

, J 

Date. 

Rate  of 
Discount. 

i Date. 

! Rate  of 

Discount. 

1855,  Oct.  20 

j 6 & 7 per  cent. 

1 

i 

1856,  May  17 

j)  M 24 

,,  June  28 
,,  Sept.  27 
,,  Oct.  4 
,,  Nov.  15 
,,  Dec.  6 
„ „ 20 

1 6 
! 5 
; 4^ 

! 5 

i 6&7  „ 

' 7 

1 ' 

64  „ 

6 

: 1856 

1 

■ 

i 

( 

I 

1 

' 

i 5 per  cent. 

1 

1857,  April  3 

6^ 

' 1857,  June  26 

54 

,,  June  18 

6 

1 „ Oct.  13 

6| 

,,  July  16 

H „ 

i „ M 20 

74 

,,  Oct.  8 

6 

,,  Nov.  11 

9 & 10  „ 

„ „ 12 

7 

J „ M 27 

9 

n M 22 

8 

■ ,,  Dec.  7 

8 

,,  Nov.  5 

9 

' „ „ 18 

6 

M J>  9 

,,  Dec.  24 

10 

8 

! ,,  „ 29 

5 

1858,  Jan.  7 
„ „ 14 

6 

6 ,, 

^ 1858,  Feb.  8 

„ 28 
,,  Feb.  4 

4 

3^ 

„ „ 19 

4 

„ „ 11 

3 

,,  June  11 

34 

,,  Dec.  9 

2i  J) 

,,  Sept.  24 

3 

1859,  April  28 

3.i 

1859,  May  4 

4 

,,  May  5 
,,  June  2 
,,  June  9 
„ July  14  j 

3i 

3 

2| 

,,  Aug.  5 

3 

1860,  Jan.  20 

>»  ))  31 

,,  Mar.  29 
,,  April  12 
,,  Mav  10 
jj  jj  24 

,,  Nov.  8 
M M 13 

M „ 15  i 

3 

4 

44  ,, 

5 

4j  jj 

4 „ 
44 

5 

6 

1860,  Nov.  12 

44  „ 

{ 
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Table  of  the  Rate  of  Discount  between  the  Banks  of  England  and 

France — con  t i n ned. 


*1  f 


• 

Bank  of  England. 

1 

Bank  of  France. 

Date. 

j 

Rate  of 
Discount. 

Date. 

Rate  of 
Discount. 

I860,  Nov. 

29 

5 per 

cent,  ij 

> ) 

Dec. 

31 

6 

y ' 

1861, 

Jan. 

7 

7 

y y 

1861, 

Jan. 

2 

5i 

per  cent. 

> J 

Feb. 

14 

8 

y y 

yy 

) y 

8 

! 7 

J 5 

Mar. 

21 

7 

y y 

yy 

Mar. 

14 

! 6 

5 * 

J) 

April 

4 

6 

y y 

y y 

y y 

21 

5 

yy 

5 J 

5 y 

11 

5 

y ' 

y y 

Sept. 

26 

: 54 

yy 

y y 

May 

16 

6 

y * 

' y 

Oct. 

1 

6 

y y 

yy 

Aug. 

1 

5 

y • 

y y 

Nov. 

22 

5 

y y 

y y 

yy 

15 

U 

y * 

y y 

yy 

29 

5 

• y 

y y 

Sept. 

19 

84 

y y 

y y 

Nov. 

7 

8 

y 1 

1862, 

Jan. 

9 

24 

• y 

1862, 

Jan. 

21 

44 

y y 

yy 

May 

22 

8 

y y 

yy 

Feb. 

6 

4 

yy 

y y 

July 

10 

24 

y J 

Mar. 

27 

34 

y « 

y y 

24 

2 

yy 

y y 

Nov. 

6 

4 

yy 

y y 

Oct. 

80 

8 

* • 

1863, 

Jan. 

15 

4 

y 1 

1868, 

Jan. 

16 

5 

y y 

yy 

yy 

28 

5 

-•  y 

; y 

Mar. 

18 

44 

y y 

y y 

Feb. 

16 

4 

* « 

y y 

yy 

27  . 

4 

y y 

y y 

April 

28 

84 

y * 

y y 

May 

8 

34 

• « 

y y 

) y 

80 

8 

y y 

% * 

June 

12 

4 

yy 

y y 

May 

2 

84 

1 

? y 

Oct. 

9 

5 

y y 

y y 

y y 

21 

4 

! 

y y 

Nov. 

7 I 

6 

y ^ 

y y 

Nov. 

2 

5 

• ^ 

y y 

5 y 

18 

7 

yy 

y y 

y y 

5 

6 

y y 

y y 

Dec. 

2 

7 

yy 

yy 

8 

8 

' y 

y y 

y y 

24 

7 

y y 

1864, 

Feb. 

11 

7 

y y 

1864, 

Mar. 

25 

6 

y y 

) y 

yy 

25 

6 

y y 

May 

7 

t 

y y 

yy 

April 

16 

7 

yy 

y y 

12 

8 

y y 

y y 

May 

2 

8 

1 

) y 

J % 

1 y 

20 

7 

y y 

y y 

yy 

5 

9 

y y 

y y 

y y 

26 

6 

y y 

y y 

y y 

19 

8 

y y 

• } 

Sept. 

11 

7 

.yy 

y y 

y y 

26 

r* 

i 

y y 

y y 

Oct. 

14 

8 

y y 

yy 

June 

16 

6 

y y 

6 
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Table  of  the  Rate  of  DiscouBt  between  the  Banks  of  EnglaiKl  ami 

France — continued. 


Bank  of  England. 

Bank  of  France. 

Bate. 

Bate  of 
Bisconiit. 

j 

’ Bate. 

^ Rate  ol 

j Biscount. 

1864,  July  25 

1 

t 

: 7 

per  cent. 

1864,  Nov.  4 

i — 

7 per  cent. 

,,  Aug.  4 

8 

J J 

,,  Sept.  8 

9 

J J 

n ,,  25 

G 

,,  Nov.  10 

' 8 

J J 

i ,,  Dec.  7 

5 

jj  )j  ^4 

7 

J J 

1 

,,  Dec.  15 

I 3 

J J 

M ,,  23 

41 

1865,  Jau.  12 

1 54 

J J 

1865,  Feb.  8 

. J J 

4 

M 26 

1 5 

J J 

,,  Mar.  8 

31 

,,  Mar.  2 

: 4.1 

J J 

,,  June  1 

3' 

t,  „ 30 

4 

J J 

,,  Oct.  4 

4 

, , May  4 

J J 

„ „ 11 

. 5 

JJ  25 

4 

J J 

,,  Nov.  23 

4 

,,  June  1 

3^ 

J J 

J J 

JJ  JJ  15 

1 3 

J J 

,,  July  27 

31 

J J 

,,  Aug.  3 

4 

J J 

,,  Sept.  28 

S 44 

J J 

,,  Oct.  2 

5 

J J 

kr 

JJ  JJ  ^ 
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